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In the 


UNITED STATES COURT OF APPEALS 
For the District of Columbia Circuit 


No, 


-4- 

Panhandle Eastern Pipe Line Company, a corporation, 

Petitioner, 

V. ! 

j 

Federal Power Commission, Respondent. 
-» - ■ — 

PETITION TO REVIEW AND TO MODIFY OR SET 
ASIDE IN WHOLE OR IN PART ORDERS OF 
THE FEDERAL POWER COMMISSION. j 

To the United States Court of Appeals for the District 
of Columbia Circuit and the Honorable Justices 
thereof : 

Panhandle Eastern Pipe Line Company, 1 petitioner here¬ 
in, being aggrieved by the orders and opinions hereinafter 
mentioned of the Federal Power Commission, 2 respectfully 
petitions this Honorable Court to review and to modify or 
set aside in whole or in part such orders. 


1 Hereinafter sometimes called “Panhandle” or “petitioner.” 

2 Hereinafter sometimes called “the Commission.” 
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In support of this petition Panhandle respectfully rep¬ 
resents : 

I 

Petitioner is a corporation duly organized and existing 
under and by virtue of the laws of the State of Delaware 
and is duly qualified to transact business in the States of 
Texas, Oklahoma, Kansas, Missouri, Illinois, Indiana, Ohio 
and Michigan. The principal office of petitioner is at 1221 
Baltimore Avenue, Kansas City 6, Missouri. Petitioner 
produces natural gas from extensive leasehold acreage lo¬ 
cated in the States of Texas and Kansas and purchases 
natural gas produced in the States of Texas, Oklahoma 
and Kansas. It owns and operates a main transmission 
pipe line system extending from the State of Texas 
through portions of the States of Oklahoma, Kansas, Mis¬ 
souri, Illinois, Indiana and Ohio to its northern termini in 
the State of Michigan and is engaged in the transportation 
and sale of natural gas in interstate commerce (a) to fifty- 
two distributing utilities located along its pipe line for 
resale for ultimate public consumption and (b) directly to 
industries and to others for their own use. Petitioner is 
a natural-gas company within the meaning of the Natural 
Gas Act (Act of June 21, 1938, c. 556; 52 Stat. 821; 15 
U. S. C. 717, et seq.). Respondent, the Federal Power 
Commission, is the administrative body charged with the 
administration of the Natural Gas Act. The principal office 
of the Commission is at 1800 Pennsylvania Avenue, N. W., 
Washington 25, D. C. 


II 

The orders and opinions of the Commission which peti¬ 
tioner seeks to have reviewed and modified or set aside in 
whole or in part were entered in proceedings before it, 
consolidated for the purposes of hearing, entitled “In the 
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Matter of Panhandle Eastern Pipe Line Company, et al., 
Docket No. G--1023”; and “City of Grand Rapids, et al. v. 
Michigan Consolidated Gas Company, et al., Docket No. 
G-1013” and are: 

i 

(1) “Order” issued July 17, 1948 in Docket Nos. 
G-1023 and G-1013, particularly Paragraphs B, F and 
G thereof (attached hereto as “Exhibit A” and made 
a part hereof) and “Opinion No. 166” accompanying 
said order (attached hereto as “Exhibit B” and made 
a part hereof). 

(2) “Order Rejecting Proposed Supplemental Rate 
Schedule and Prescribing a Supplemental Rate Sched¬ 
ule” issued August 6, 1948 in Docket Nos. G-1023 and 
G-1013 (attached hereto as “Exhibit C” and made 
a part hereof). 

i 

111 

i 

The nature of the proceedings as to which review is 
sought may be concisely stated as follows: 

(1) On March 23, 1948 the Commission issued an order 
instituting before it a proceeding, Docket No. G-1023, to 
which petitioner and all of the fifty-two distributing utili¬ 
ties to which petitioner sells natural gas for resale wejre 
made parties. The order was entitled “Order for Inquiry 
and Investigation Under Sections 5, 14 and 16 of the Nat¬ 
ural Gas Act and Fixing Date for Hearing.” A copy of 
said order is attached hereto marked “Exhibit D” and 
made a part hereof. The order directed that a public 
hearing be held commencing on April 7, 1948 “respecting 
the matters presented and the issues raised by the recitals 
set forth in paragraphs (a) to (j), inclusive, to enable the 
Commission to issue such orders as may be required re¬ 
specting the issues raised herein.” Recital (e) of the 
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order reads as follows: 

“(e) Michigan Consolidated Gas Company purchases 
gas from Panhandle under Panhandled Rate 
Schedule FPC No. 12; as supplemented, and ques¬ 
tion has arisen concerning the lawfulness of cer¬ 
tain deliveries by Panhandle and the correspond¬ 
ing take by Michigan Consolidated which appear 
to be in violation of Supplement No. 5 to Pan¬ 
handled Rate Schedule FPC No. 12; that there is 
further question concerning the lawfulness of de¬ 
liveries of natural gas by Panhandle and the cor¬ 
responding take by Michigan Consolidated for 
storage in the Austin Field under filed rate sched¬ 
ules; and that there is apparently no present 
prospect of agreement between Panhandle and 
Michigan Consolidated respecting the volumes of 
gas which may be available for storage in the 
Austin Field under Panhandled filed rate sched¬ 
ules, or otherwise;” 

(2) Panhandled Rate Schedule FPC No. 12, mentioned 
in recital (e), is a written contract dated August 31, 1935 
between Panhandle and Detroit City Gas Company. 8 By 
the terms of this contract, Panhandle agreed to deliver to 
the Detroit City Gas Company natural gas in accordance 
with the hourly amd daily demands of the metropolitan 
area of Detroit, Michigan up to but not to exceed a maxi¬ 
mum daily demand of 90,000,000 cubic feet. After the 
effective date of the Natural Gas Act (June 21, 1938) 
petitioner filed the said contract with the Commission, in 
accordance with the requirements of the Natural Gas Act, 
as petitioner d rate schedule under said Act governing the 
terms and conditions of its sales to Michigan Consolidated 


3 Michigan Consolidated Gas Company (hereinafter sometimes 
called “Michigan Consolidated”) has subsequently succeeded to the 
interest of Detroit City Gas Company. 
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at Detroit By a “Fourth Supplemental Contract” dated 
June 29, 1940, filed with the Commission as Supplement 
No. 4 to Panhandle’s Rate Schedule FPC No. 12, the 
maximum daily demand was raised to 125,000,000 cubic 
feet upon the representation of Michigan Consolidated 
(set forth in said Supplemental Contract) that 

“(b) According to its best judgment and upon es¬ 
timates which it has made based upon its experience in 
furnishing natural gas to its customers in and ad¬ 
jacent to the City of Detroit, Michigan, Buyer will 
require on its maximum day during the ensuing winter 
of 1940-1941 a maximum of one hundred twenty-five 
million (125,000,000) cubic feet of natural gas to meet 
the requirements of its customers.” 

j 

(3) The issue mentioned in recital (e) of the Commis¬ 
sion’s order as to “the lawfulness of certain deliveries by 
Panhandle and the corresponding take by Michigan Con¬ 
solidated which appear to be in violation of Supplement 
No. 5 to Panhandle’s Rate Schedule FPC No. 12” arisen 
out of facts which may be briefly stated as follows: 

Supplement No. 5 to Panhandle’s Rate Schedule FPC! 
No. 12 was filed by petitioner with the Commission on 
October 22,1945 and was made effective by an order of tliei 
Commission issued November 2, 1945 in certain proceed-; 
ings before the Commission, Docket Nos. G-200 and G-207,: 
in which Michigan Consolidated participated as a party. 
Supplement No. 5 provided, among other things, that, in 
effect, Michigan Consolidated could not take natural gas 
from petitioner’s pipe line at Detroit for resale to supply 
requirements of individual customers using more than 
1,200,000 therms of gas per year unless the particular re¬ 
quirements to be supplied were supplied with gas pur-| 
chased from Panhandle prior to October 1,1945. By letter 
dated August 8, 1947 addressed to Michigan Consolidated, 
the Commission charged Michigan Consolidated with taking 

i 
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gas from Panhandled pipe line (physical control of deliv¬ 
eries being exercised by Michigan Consolidated) for resale 
to large industrial customers at Detroit in violation of 
Supplement No. 5 to Panhandled Rate Schedule FPC No. 
12. A copy of said letter is attached hereto marked “ Ex¬ 
hibit E” and made a part hereof. The nature and extent 
of these violations of Supplement No. 5 on the part of 
Michigan Consolidated are more fully set forth in the 
“Findings and Conclusions with Supporting Memorandum 
by the Commission Staff” submitted at the conclusion of 
the proceedings by counsel for the Commission Staff, a 
copy of which is attached hereto marked “Exhibit F” and 
made a part hereof. 

(4) The issue mentioned in recital (e) of the Commis¬ 
sion d order as to “the lawfulness of deliveries of natural 
gas by Panhandle and the corresponding take by Michigan 
Consolidated for storage in the Austin Field under filed 
rate schedules” arises out of facts which may be briefly 
stated as follows: 

The contract of August 31, 1935 specifically provided 
that the Detroit City Gas Company could maintain in 
operation its plants for the manufacture of gas and use 
such manufactured gas to supply in part the day-to-day 
requirements of the metropolitan area of Detroit. Thus, 
the gas requirements of the consumers of Detroit were sup¬ 
plied from two sources: the manufacturing facilities of 
Michigan Consolidated in the City of Detroit and the Pan¬ 
handle pipe line. 

Prior to May 1, 1948, the gas distribution system in 
Detroit was not connected with the facilities of Michigan 
Consolidated located in the western part of Michigan and 
used in the service of gas to communities there. Such 
facilities consisted of natural-gas producing fields connected 
with the distribution systems in those communities and 
some gas manufacturing plants. Among these producing 
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fields owned by Michigan Consolidated was the Austin 
Field which, by the early part of 1947, was approaching 
depletion and was found suitable for underground storage; 
that is to say, gas obtained from other sources could be 
piped to the field and injected under pressure into the same 
wells from which gas had formerly been produced, it being 
found that such gas so injected would remain available for 
withdrawal when needed if sufficient gas could be injected 
into the underground strata to raise the field pressure to 
the point required for production. The Austin Field is 
approximately 140 miles from the City of Detroit. 

! 

Michigan Consolidated obtained approval of the Com¬ 
mission to construct a high-pressure pipe line connecting 
its distribution system at Detroit with the Austin Field and 
to install compressor stations of sufficient horse-power to 
transport gas from Detroit and to inject such gas into the 
Austin Field for underground storage. The line connecting 
the Austin Field with the distribution system at Detroit 
was part of a larger project of Michigan Consolidated and 
its affiliates, Michigan-Wisconsin Pipe Line Company and 
American Light & Traction Company, to transport gas 
from the producing fields in Texas, Oklahoma and Kansas 
to supply Detroit and for storage in the Austin Field (see 
proceedings in this Court entitled “Panhandle Eastern Pipe 
Line Co . v. Federal Power Commission” Cause No. 9588). 
Due to delays in the completion of this larger project, 
Michigan Consolidated, as a temporary expedient, pro¬ 
posed, in the latter part of 1947, to take gas from the Pan¬ 
handle line at Detroit in the summertime, when the day-to r 
day requirements of the City of Detroit were not comparar 
tively large, and to transport such gas to the Austin Fiekjl 
for underground storage and subsequent withdrawal. 

No new agreement, however, was made with Panhandle 
for supplying gas for such purposes. Michigan Consoli¬ 
dated contended that the Agreement of August 31, 1935 
between Panhandle and Detroit City Gas Company gave it 
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the right to take gas at Detroit for transportation to the 
Austin Field and injection there for underground storage. 
Panhandle contended that the contract obligated Panhandle 
to supply gas only in accordance with the hourly and daily 
demands of consumers at Detroit, subject to the limitations 
on such demands imposed by Supplement No. 5; that it 
could not be construed as obligating Panhandle to supply 
gas to Michigan Consolidated for an underground storage 
project located 140 miles from Detroit. The Commission, 
in its Opinion No. 166, decided this issue of law against 
Panhandle, and that ruling is one of the principal errors 
of the Commission complained of herein. Commissioner 
Olds filed a dissenting opinion, a copy of which is attached 
hereto marked “Exhibit G” and made a part hereof. 

(5) Recital (h) of the Commission’s order issued March 
23,1948 in Docket No. G-1023 reads as follows: 

“(h) Certain western Michigan cities, including 
Grand Rapids, Muskegon, Muskegon Heights, North 
Muskegon and Roosevelt Park have filed a complaint 
with the Commission, in Docket No. G-1013, wherein it 
is requested that the Commission, after appropriate 
proceedings, provide by order that a sufficient volume 
of gas be delivered by Panhandle to Michigan Con¬ 
solidated for storage in the Austin Storage Field so 
that such western Michigan cities may have an ade¬ 
quate supply of natural gas to meet their winter re¬ 
quirements; that question is thereby raised as to the 
availability of gas for such purposes from the Pan¬ 
handle system and whether the Commission may rea¬ 
sonably and lawfully require Panhandle to supply the 
required service prayed for by complainants and that 
the same question is raised by the Commission’s order 
of November 13,1947, in Docket Nos. G-834, G-839 and 
G-918;” 
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Panhandle resisted the granting of the relief sought by 
these western Michigan cities on the ground that it had no 
obligation to supply gas to Michigan Consolidated for their 
requirements, and that, in view of the demands of Pan¬ 
handle’s other customers shown in the record, the Com¬ 
mission could not make the necessary statutory finding 
required by Section 7(a) of the Natural Gas Act, since to 
compel Panhandle to supply gas for such new service 
would impair Panhandle’s ability to render adequate 
service to its customers. j 

Paradoxically, the Commission ruled that, under Pan¬ 
handle’s rate schedules on file with the Commission, Michi¬ 
gan Consolidated could not take gas from Panhandle at 
Detroit for distribution elsewhere on its system and by 
Paragraph F of its order issued July 17, 1948 directed 
Panhandle to “file promptly with the Commission a sup¬ 
plement to its Rate Schedule FPC No. 12, which supple¬ 
ment shall remove any uncertainty which may exist thereto 
by providing clearly that Panhandle shall sell and deliver 
natural gas to Michigan Consolidated Gas Company at the 
Detroit delivery point without restriction as to the locality 
within which such natural gas may be distributed and resold 
by Michigan Consolidated throughout its system.” 

(6) Recognizing that the Commission’s order issued July 
17,1948 until stayed, modified or set aside by the Commis¬ 
sion or a court of competent jurisdiction must be complied 
with, Panhandle filed with the Commission Supplement No; 
11 to its Rate Schedule FPC No. 12, putting into effect the 
provisions of Paragraphs B and C of the Commission’s 
order providing for deliveries at Detroit to Michigan Con¬ 
solidated on the percentage basis set forth in Paragraph B 
thereof and for the control of hourly deliveries required 
under Paragraph C thereof. 

Panhandle also filed with the Commission a supplement 
to its Rate Schedule FPC No. 12 providing for the change 
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in service to Michigan Consolidated at Detroit required by 
Paragraph F of the Commission’s order issued July 17, 
1948. This supplement, as explained by Panhandle’s ac¬ 
companying letter dated August 4,1948 submitted with the 
supplement, recognized that the supplying of gas to Michi¬ 
gan Consolidated at Detroit for underground storage was 
a new service not theretofore rendered by Panhandle and, 
without making any change in the terms and conditions 
governing the supply of gas for the hourly and daily de¬ 
mands of the City of Detroit, made available to Michigan 
Consolidated at Detroit natural gas for its storage opera¬ 
tions at the same rates upon which Panhandle was deliver¬ 
ing gas to its other customers for underground storage. A 
copy of said supplement and Panhandle’s covering letter to 
the Commission dated August 4, 1948 are attached hereto 
marked “Exhibit H” and made a part hereof. 

The Commission, by order issued August 6, 1948, re¬ 
jected the aforesaid supplement filed by Panhandle and 
directed that “all natural gas supplied by Panhandle East¬ 
ern Pipe Line Company to Michigan Consolidated Gas 
Company at the Detroit delivery point may be used by 
Michigan Consolidated Gas Company without any restric¬ 
tion as to the locality within which such natural gas may 
be distributed and resold by Michigan Consolidated Gas 
Company throughout its system.” The order also pro¬ 
vided that “This order shall be made a part of Panhandle’s 
Kate Schedule FPC No. 12 as Supplement No. 12 thereto 
effective as of the date of this order.” 

The action of the Commission in thus rejecting the sup¬ 
plement filed by Panhandle, covering a new service not 
theretofore furnished, is another of the principal errors 
of the Commission complained of herein. The effect of 
such action upon petitioner was to deprive it of revenues 
from the sale of gas to Michigan Consolidated at Detroit, to 
which Panhandle wras entitled under Panhandle’s Rate 
Schedule FPC No. 12, and supplements thereto, without 
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due process of law and in diminishment of the revenues to 
which Panhandle was entitled under its rate schedules filed 
October 22, 1945, pursuant to the rate reduction order of 
the Commission issued September 23, 1942, and made ef¬ 
fective by the Commission’s order issued November 2,1945 
(see City of Detroit, et at. v. Panhandle Eastern Pipe Line 
Company, et al 4 F. P. C. 1093). 


IV 

The statute upon which the venue and jurisdiction in this 
case are based is Section 19(b) of the Natural Gas Act 
(Act of June 21, 1938, c. 556; 52 Stat. 831; 15 U. S. C. 
717r(b)), the pertinent part of which is as follows: 

“Any party to a proceeding under this act aggrieved 
by an order issued by the Commission in such proceed¬ 
ing may obtain a review of such order in the circuit 
court of appeals of the United States for any circuit 
wherein the natural-gas company to which the order 
relates is located or has its principal place of business, 
or in the United States Court of Appeals for the Dis¬ 
trict of Columbia, by filing in such court, within sixty 
days after the order of the Commission upon the appli¬ 
cation for rehearing, a written petition praying that 
the order of the Commission be modified or set aside 
in whole or in part. * * *” 

The facts upon which jurisdiction is based are as follows;: 

Petitioner was a party to the proceedings before the 
Commission wherein the Commission entered the orders 
and opinions, a review of which is sought herein, and is 
aggrieved by said orders and opinions. Petitioner timely 
filed with the Commission its application for rehearing as 
required by Section 19(a) of the Natural Gas Act and said 
application is deemed to have been denied at the expiration 
of thirty days from the date of filing of the same by reason 
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of the fact that no action thereon has been taken by the 
Commission. This petition for review is filed within sixty 
days from the expiration of the said period of thirty days. 
A copy of Panhandle’s application for rehearing filed with 
the Commission is attached hereto marked “Exhibit I” 
and made a part hereof. 


V 

The points on which petitioner intends to rely and its 
objections to the orders and opinions of the Commission 
are set forth in its application for rehearing filed with the 
Commission (“Exhibit I” hereto) and, in the interests of 
brevity, are not repeated here but are incorporated by ref¬ 
erence as though fully set forth herein. 

The fundamental error committed by the Commission 
lies in its conclusion of law that the contract of August 31, 
1935 between Panhandle and the Detroit City Gas Com¬ 
pany obligated Panhandle to supply natural gas at Detroit 
for transportation to the Austin Field, 140 miles away, and 
injection there into underground storage strata. From this 
error of law flowed the Commission’s erroneous determina¬ 
tions : 

(a) that, under its filed rate schedules, Panhandle 
was obligated to supply 125,000,000 cubic feet of gas 
per day to Michigan Consolidated at Detroit regard¬ 
less of the hourly and daily demands of the consumers 
at Detroit and the limitations on such demands imposed 
by Supplement No. 5; 

(b) that the percentage formula for deliveries to 
Michigan Consolidated at Detroit and to Michigan Gas 
Storage Company set forth in Paragraph B of the 
Commission’s order was necessary; and 

(c) that, by limiting the aggregate of deliveries for 
both underground storage and the current require¬ 
ments of consumers in Detroit to 125,000,000 cubic feet 
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of gas per day, the Commission could lawfully require 
Panhandle to remove, as required by Paragraphs F 
and G of the order issued July 17,1948, the geograph¬ 
ical limitations set forth in Panhandle’s Rate Schedule 
FPC No. 12 and supplements thereto obligating Pan¬ 
handle to supply gas to Michigan Consolidated at 
Detroit only for resale within the metropolitan area of 
Detroit. 

j 

Other points relied upon, briefly stated, are as follows: 

(1) The requirement of Paragraph B of the order issued 
July 17, 1948 is not supported by substantial evidence in 
the record; is without basis in law or fact; is arbitrary and 
capricious; grants to Michigan Consolidated an undue 
preference; subjects Panhandle and its other customers to 
undue prejudice and disadvantage contrary to the proyi- 
sions of Section 4 of the Natural Gas Act and is not sup¬ 
ported by essential statutory findings required by Section 
7(a) of the Natural Gas Act. 

(2) The requirements of Paragraphs F and G of the 
order issued July 17,1948 are not supported by substantial 
evidence in the record; are not supported by essential stat¬ 
utory findings required by Section 7(a) of the Natural Ghs 
Act and are arbitrary and capricious. 

(3) The order issued August 6, 1948 rejecting Pan¬ 
handle’s supplement to its Rate Schedule FPC No. 12 sub¬ 
mitted for filing August 5, 1948 is not authorized by any 
provision of the Natural Gas Act; is contrary to the provi¬ 
sions of Sections 4 and 5 thereof; denies to Panhandle the 
right to file a rate schedule covering a new service as re¬ 
quired by the Natural Gas Act and the provisions of the 
General Rules and Regulations of the Commission relating 
to the filing of rate schedules (Section 154.1 et seq.) in 
force January 1, 1948, as amended and supplemented; is 
arbitrary and capricious and amounts to a denial of due 
process of law in violation of the rights guaranteed to Pah- 
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handle by the Fifth Amendment to the Constitution of the 
United States. 

(4) The action of the Commission in fixing, by its order 
issued August 6, 1948, the terms and conditions of Supple¬ 
ment No. 12 to Panhandle’s Rate Schedule FPC No. 12 is 
not supported by essential statutory findings required by 
Section 5(a) of the Natural Gas Act; is without authority 
in the Natural Gas Act; is contrary to law; grants to Michi¬ 
gan Consolidated an undue preference and subjects Pan¬ 
handle and its other customers to undue prejudice and dis¬ 
advantage contrary to the provisions of Section 4 of the 
Natural Gas Act and amounts to a denial of due process 
of law in violation of the rights guaranteed to Panhandle 
by the Fifth Amendment to the Constitution of the United 
States. 

Wherefore, petitioner prays: 

(1) That a copy of this petition forthwith be served 
upon a member of respondent, Federal Power Commission, 
in accordance with the provisions of Section 19(b) of the 
Natural Gas Act and the rules of this Court. 

(2) That respondent, Federal Power Commission, be re¬ 
quired, in accordance with the provisions of Section 19(b) 
of the Natural Gas Act, to certify and file with this Court 
a transcript of the record upon which the orders and 
opinions here sought to be reviewed were entered. 

(3) That, pursuant to the rules of this Court, petitioner 
be notified by the Clerk when said transcript has been 
received and that an order be entered herein allowing peti¬ 
tioner a reasonable time from the date of such notice 
within which to prepare the portion of the transcript to 
be contained in the printed record. 

(4) That this Court review each of the orders and opin¬ 
ions of the respondent, Federal Power Commission, here- 
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inabove referred to and set out by titles in Paragraph II 
of this petition and, upon such review, grant to petitioner 
the following relief: | 

(a) Rule, as a matter of law, that Panhandle’s Rate 
Schedule FPC No. 12 and the supplements thereto 
effective on May 12,1948, when Michigan Consolidated 
commenced transporting gas taken from Panhandle tb 
the Austin Field for storage, did not obligate Pan¬ 
handle to supply gas to Michigan Consolidated for 
underground storage in the Austin Field and did not 
permit Michigan Consolidated to take gas from Pah- 
handle at Detroit for such purpose. 

i 

(b) Modify said order issued July 17,1948 by strik¬ 
ing therefrom Paragrhph B thereof. 

(c) Modify said order issued July 17, 1948 by strik¬ 
ing therefrom Paragraph F and the following lan¬ 
guage of Paragraph G, to wit: 

“is granted to the extent set forth in Paragraph 
F of this order; in all other respects the petit 
tion * # # .” 

(d) Vacate and set aside the order issued August 
6, 1948. 

(e) Rule, as a matter of law, that the supplement to 
Panhandle’s Rate Schedule FPC No. 12 submitted to 
the Commission for filing on August 5,1948 was prop¬ 
erly filed by Panhandle in accordance with the provi¬ 
sions of Section 4 of the Natural Gas Act; was unlaw-! 
fully rejected by the Commission; and became effec J 
tive and binding upon Michigan Consolidated and Pan-! 
handle under the provisions of Section 4 of the Natural 
Gas Act at the expiration of thirty days from August 
5, 1948, the date upon which said supplement was re¬ 
ceived by the Commission. 
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(5) \ That, in the alternative, this Court, upon review of 
the orders complained of herein, make the rulings of law 
prayed for in Paragraphs (a) and (e) of prayer 4 above 
and remand the proceedings to the Federal Power Com¬ 
mission with directions to grant the relief prayed of said 
Commission by Panhandle in its application for rehearing. 

(6) That this Court exercise jurisdiction over the parties 
and the subject matter of this petition and grant to peti¬ 
tioner such other and further relief in the premises as the 
rights and equities of the cause may require. 

Respectfully submitted, 

Panhandle Eastern Pipe Line Company, 

By /s/ John S. L. Yost, 

Its Attorney. 

Robert P. Patterson, 

One Wall Street, 

New York 5, N. Y. 

John S. L. Yost, 

120 Broadway, 

New York 5, N. Y. 

John W. Scott, 

Harry S. Pittman, 

1025 Vermont Avenue, N. W., 

Washington 5, D. C. 

Attorneys for Panhandle Eastern Pipe 
Line Company, Petitioner. 
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State of New York 1 . 

County of New York f j 

John S. L. Yost, being first duly sworn, says that he is 
an attorney for Panhandle Eastern Pipe Line Company, 
a corporation, petitioner herein; that he has executed the 
foregoing petition for and on behalf of said corporation 
with full power and authority so to do; that he is familiar 
with the contents thereof; and that to the best of his knowl¬ 
edge, information and belief, the statements made in such 
instrument are true. 

I 

/s/ John S. L. Yost. 


Sworn to and subscribed before me, a Notary Public in 
and for the State of New York, County of New York, this 
8th day of November, 1948. 

/s/ Frank A. Moyer, j 
Notary Public, j 
My Commission Expires March 30, 1.950. 

(Seal) 
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UNITED STATES OF AMERICA 
FEDERAL POWER COMMISSION 

Before Nelson Lee Smith, Chairman; Claude L. 
Commissioners: Draper, Leland Olds and Harrington 

Wimberly. 

July 17, 1948 


In the Matters of 

Panhandle Eastern Pipe Line Com¬ 
pany, et al. 

Michigan Public Service Commission 

New York Public Service Commis¬ 
sion 

City of Grand Rapids, et al. 

v. 

Michigan Consolidated Gas Com¬ 
pany, et al. 


Docket No. G-1023 
Docket No. G-1029 
Docket No. G-1031 

Docket No. G-1013 


ORDER 


Upon consideration of the entire record herein, and in 
conformity with our Opinion No. 166, adopted this date, 
it is ordered that: 


(A) Panhandle Eastern Pipe Line Company shall file 
promptly with the Commission a supplement to its 
Rate Schedule FPC No. 108 which supplement shall 
provide that Panhandle is obligated to make avail¬ 
able to The Ohio Fuel Gas Company until April 30, 
1949, at the Maumee delivery point on the Panhan¬ 
dle pipe line system, a volume of not less than 
15,000 Mcf of natural gas per day of the total vol¬ 
ume of 25,000 Mcf per day which Panhandle now 
is obligated to deliver to Ohio Fuel under Para- 
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graph 4(a) of Article II of the contract of Febru¬ 
ary 9, 1945, designated as Panhandle Eastern Pipe 
Line Company Rate Schedule FPC No. 108; 

(B) Until October 31, 1948, Panhandle Eastern Pipe 
Line Company shall make deliveries to Michigan 
Consolidated Gas Company at Detroit and to Michi¬ 
gan Gas Storage Company of such volumes of natu¬ 
ral gas as may be available after making deliveries 
to all of its other customers east of its Edgerton 
Compressor Station (including deliveries provided 
for in Paragraph (A) hereof), pursuant to the pro¬ 
visions of the effective tariffs and contracts, as 
follows: 


Panhandle shall deliver to Michigan Consolidated 
52% and to Michigan Gas Storage 48% of such 
available volumes of natural gas until such date 
as the total volumes delivered to both such com¬ 
panies from and after May 15, 1948, shall have 
reached a proportion of 55.6% to Michigan Con¬ 
solidated and 44.4% to Michigan Gas Storage; 
and, from such date until October 31, 1948, such 
volumes of gas as may be available for delivery 
to these two companies shall be delivered by Pan¬ 
handle on a daily basis in the proportion of 55.6% 
to Michigan Consolidated at Detroit and 44.4% to 
Michigan Gas Storage. Any variation in th6 
daily delivery to either customer from the afore¬ 
said percentages shall be adjusted within seven 
days; 


(C) Panhandle Eastern Pipe Line Company shall install 
physical means of controlling deliveries of natural 
gas to Michigan Consolidated at the Detroit deliv¬ 
ery point and shall operate such equipment in such 
manner as to make such deliveries on an approxi¬ 
mately uniform hourly basis, subject to such reason¬ 
able variations, not to exceed 5% above or below 






20 


Exhibit A . 

the average, as may be mutually agreed upon be¬ 
tween Panhandle and Consolidated, within ten days 
from the date hereof, and an appropriate supple¬ 
ment to Panhandle’s Rate Schedule FPC No. 12, 
providing for such uniform deliveries, shall be 
promptly filed; 

(D) The petition filed January 30, 1948, by Union Gas 
Company of Canada, Ltd., for an order modifying 
the Commission’s order of April 23,1946, is denied; 

(E) The petition filed April 1, 1948, by the Michigan 
Public Service Commission, in Docket No. G-1029, 
is denied; 

(F) Panhandle Eastern Pipe Line Company shall file 
promptly with the Commission a supplement to its 
Rate Schedule FPC No. 12, which supplement shall 
remove any uncertainty which may exist with re¬ 
spect thereto, by providing clearly that Panhandle 
shall sell and deliver natural gas to Michigan Con¬ 
solidated Gas Company at the Detroit delivery 
point without restriction as to the locality within 
which such natural gas may be distributed and re¬ 
sold by Michigan Consolidated throughout its 
system; 

(G) The petition filed March 10, 1948, by the City of 
Grand Rapids, Michigan, and others, in Docket No. 
G-1013, is granted to the extent set forth in Para¬ 
graph (F) of this order; in all other respects the 
petition is denied; 

(H) The petition filed April 5, 1948, by the New York 
Public Service Commission in Docket No. G-1031 is 
denied. 

By the Commission. 


Leon M. Fuquay, 
Secretary. 


Date of Issuance: July 17, 1948 
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UNITED STATES OF AMERICA 
FEDERAL POWER COMMISSION 


OPINION NO. 166 


In the Matters of 

Panhandle Eastern Pipe Line Com- \ Docket Nos. G-620 
pany 

Texas Eastern Transmission Cor¬ 
poration 

City of Grand Rapids, Michigan, 
et al. 


and G-1035 
Docket No. G-880 


vs. 

Michigan Consolidated Gas Com¬ 
pany, et al. 

Michigan Public Service Commission 

Panhandle Eastern Pipe Line Com¬ 
pany, et al. 

New York Public Service Commis¬ 
sion 


Docket No. G-1013 


Docket No. G-1029 
Docket No. G-1023; 

I 

Docket No. G-10311 


Appearances 


For Panhandle Eastern Pipe Line Company 

John S. L. Yost 
John W. Scott 
Harry S. Littman 
D. H. Culton 


For Battle Creek Gas Company 
D. H. Frazer, Jr. 


i 
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For Central Illinois Electric and Gas Company 

Citizens Gas Company ( Tuscola, Illinois) 

Illinois Power Company 
Herbert M. Livingston 

For Central Indiana Gas Company 
Robert R. Batton 
Carl E. Hartley 

For East Ohio Gas Company 
Walter J. Milde 
William A. Dougherty 
C. W. Cooper 

For Indiana Gas & Water Company, Incorporated 
Edmond W. Hebei 

For Kentucky Natural Gas Corporation 
R. M. Sandidge 

For Kokomo Gas and Fuel Company 
Robert R. Batton 
John E. Fell 

For Michigan Consolidated Gas Company 
Donald R. Richberg 
Charles V. Shannon 
Stanley M. Morley 

For Michigan Gas Storage Company 
Arthur E. Palmer 
A. H. Aymond 

For Missouri Power and Light Company 
J. D. James 
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For Northern Indiana Public Service Company 
John C. Lawyer 

For Ohio Fuel Gas Company 
Freeman T. Eagleson 
Milton C. Baldridge 

For Ohio Gas Company 4 
C. B. Melton 

For Richmond Gas Corporation 
Robert R. Batton 
William R. Reller 

For Michigan Manufacturers Association 
Alfred Lindbloom 
Dorr Lovett 

For Toledo Edison Company 
R. R. Wagner 

For Western Ohio Public Service Company 

and Dayton Power and Light Company 
Julian De Bruyn Kops 
Roy D. Boucher 

For Union Gas Company of Canada 
Edward Burling 
Edward McElwain 
Clifford Stratton 

For Public Service Commission of New York 
Lawrence J. Olmsted 
Sherman C. Ward 
Malcolm F. Orton 

For Public Service Commission of Indiana 
Lawrence W. Cannon 

For Illinois Commerce Commission 
Warren Henry 
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For City of Detroit 
Raymond J. Kelly 
James H. Lee 

For Public Utilities Commission of Ohio 
Hugh S. Jenkins 
Harry G. Fitzgerald, Jr. 

For City of Dearborn 
Dale H. Fillmore 

For the City of Grand Rapids 

F. Roland Allaben 
John M. Dunham 
George S. Norcross 
Julius H. Amberg 
Harold S. Sawyer 
Bethel B. Kelley 

For the City of Muskegon Heights, Michigan 
William J. Balgooyen 

For the City of Muskegon 
C. Farmer 

For Wayne County, Michigan 
James N. McNally 
Tilden M. Gallagher 

For Public Service Commission of West Virginia 
Charles M. Love, Jr. 

H. J. Wagner 

For the City of Philadelphia 
Frank G. Truscott 

G. Coe Farrier 
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For Philadelphia Gas Works, The City of Philadelphia 

and the Gas Commission of Philadelphia 
Thomas B. K. Binge 
John P. Bracken 
Frank L. Luce 

For the City of Cincinnati 
Henry M. Bruestle 
Robert White 

For Michigan Public Service Commission 
James W. Williams 
Eugene F. Black 
Archie C. Fraser 

For the City of Cleveland 
Robert M. Morgan 

For Central Illinois Light Company 
Charles V. O’Hern 

For Central Illinois Public Service Company 
H. E. Montgomery 
J. C. Happenny 

For Albion Gas Light Company 
Cecil Runyan 

For United Automobile Workers, C.I.O. 

Donald E. Montgomery 

For International Union of Auto Workers 
Harold Goodman 

For Texas Eastern Transmission Corporation 
J. Ross Gamble 
J. D. Head 

For Manufacturers Light amd Pleat Company, et al. 
Milton C. Baldridge 
J. C. Peterson 


i 
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For United Natural Gas Company 
W. Pitt Gifford 

For Iroquois Gas Corporation 
J. H. Hollands 

For Public Service Commission of Missouri 
John P. Randolph 
R. E. Duffy 

For Harbison-Walker Refractories Company, et al. 
Frank B. Edwards 

For Anchor Hocking Glass Corporation 
R. P. Harold 

For The W. J. Small Company 
Joe Skubitz 

For Marblehead Lime Company 
Wallace Wing 

For Bureau of Mines 
Donald G. Welch 
J. F. Hoffman 

For Tennessee Gas Transmission Corporation 
Robert C. May 

For A. E. Staley Manufacturing Company 
W. T. Morrey 

For Federal Power Commission 
Lambert McAllister 
Kenneth W. Wagner 
Samuel W. Jensch 
Oscar E. Reed 
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OPINION 

i 

BY THE COMMISSION: 

Each of these proceedings was set down for hearing 
by separate order but because all are related more or less 
directly to the disparity between the system capacity of 
Panhandle Eastern Pipe Line Company (Panhandle) and 
the demands upon that system they were heard upon a 
consolidated record. 

In the course of the consolidated hearing full oppor¬ 
tunity was afforded all parties to and participants in the j 
several proceedings to offer evidence, cross examine wit- j 
nesses, and otherwise fully participate. Subsequently all 
parties and participants were afforded an opportunity to I 
present oral argument to the Commission on all the issues 
involved, or to file briefs, or both. j 

The urgent necessity for the earliest possible disposition 
of the issues involved being evident, and it clearly appear¬ 
ing that due and timely execution of the functions of the ; 
Commission imperatively and unavoidably so requires, we ■ 
have omitted the intermediate decision procedure. 

i 

Disparity between the Delivery Capacity 
of and Demands upon the Panhandle System 

_ i 

Panhandle owns and operates a natural gas pipe line 
system extending from Moore County, Texas, through the 
States of Oklahoma, Kansas, Missouri, Illinois, Indiana, j 
Ohio, and into Michigan, by means of which it transports 
natural gas produced and purchased in Texas, Oklahoma ! 
and Kansas and sells the same, both directly and for re¬ 
sale, for ultimate public consumption in those several j 
States. Panhandle is, therefore, a natural gas company 
within the purview of the Natural Gas Act. 
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The question of disparity between the delivery capacity 
of the Panhandle System and the demands of its customers 
has been before us previously. (Order of December 12, 
1946, and Opinion No. 161 and order of November 25,1947, 
in Docket Nos. G-200 and G-207.) 

The question having again been raised in various ways, 
with particular reference to the ability of the Panhandle 
System to supply the demands of the current storage sea¬ 
son, on March 23, 1948, we ordered, at Docket No. G-1023, 
an inquiry and investigation under Sections 5, 14, and 16 
of the Natural Gas Act concerning this and other matters 
and ordered that a hearing be held thereon. In that order 
we directed Panhandle to furnish certain data including its 
present and potential delivery capacity, and the demands 
of its direct customers. We also directed all utilities de¬ 
pendent in whole or in part upon Panhandle for their 
supply of gas to file data with respect to their require¬ 
ments and supplies. 

By our order dated November 30, 1946, In the Matter 
of Panhandle Eastern Pipe Line Company, Docket No. 
G-706, 5 FPC 949, we issued to Panhandle a certificate of 
public convenience and necessity authorizing the construc¬ 
tion and operation of facilities designated as the “ Group 
B” facilities which the Applicant asserted at that time 
would increase the designed sales capacity of its system 
from 393,000 Mcf to 473,000 Mcf per day. In this proceed¬ 
ing, the testimony is that certain of the facilities author¬ 
ized in Docket No. G-706, primarily additional compressor 
facilities, have been constructed and are in operation. The 
testimony also is that with these compressor facilities in 
operation, Panhandle’s capacity during the winter, with¬ 
out overloading of compressor facilities, averages 425,000 
Mcf per day and, under such conditions, the average daily 
sales capacity of Panhandle’s system for each of the 
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months of June, July, August and September, 1948 is 
405,000 Mcf per day and 415,000 Mcf per day for October, 
1948. 

j 

The record further shows that by overloading of com-; 
pressor equipment Panhandle has maintained deliveries of 
435,000 Mcf per day during a considerable part of the last 
winter. Similar operation of the pipe line in the summer , 
of 1948 would make it possible for Panhandle to increase 
its average daily deliveries during that period above the 
minimum amounts previously stated. According to Pan-, 
handle, it expects to have installed by February 1, 1949, ; 
part of the pipe lines which it was authorized to construct | 
in Docket No. G-706 and at that time its sales capacity will 
be increased by 40,000 Mcf per day, to 475,000 Mcf per; 
day. And upon completion of all of the facilities au¬ 
thorized in Docket No. G-706, Panhandle’s sales capacity 
during the winter will be further increased by 50,000 Mcf 
per day to a total of 525,000 Mcf per day. This compares 
with the 473,000 Mcf per day designed capacity estimated 
by Panhandle in Docket No. G-706. 

Upon completion of Panhandle’s “Group C” facilities, j 
which were authorized by the Commission by order dated 
June 10,1948, in Docket No. G-876, Panhandle asserts that 
its sales capacity will be 575,000 Mcf per day in the sum- j 
mer and 610,000 to 615,000 Mcf per day in the winter. 

Data filed by Panhandle and its utility customers, pur¬ 
suant to our order, disclose estimated average total daily j 
demands, both firm and interruptible, upon the Panhandle 
System for the months of July through October 1948 as 
follows: 

July . 494,690 Mcf 

August . 498,518 Mcf 

September . 520,733 Mcf 

October . 532,000 Mcf 
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These totals include large quantities of gas for storage 
as well as current requirements, which are estimated on 
the basis of various assumed percentages of growth in the 
several states. They include 100,000 Mcf for Michigan 
Gas Storage, 125,000 Mcf for Michigan Consolidated and 
50,000 Mcf for Ohio Fuel. 

Panhandle Eastern Pipe Line Company, 

Docket Nos. G-620 and G-1035 

By letter dated January 25, 1945, the War Production 
Board requested Panhandle to give consideration to the 
advisability of installing certain additional facilities for 
the purpose of “ameliorating the shortage [of natural gas] 
which otherwise will exist in the Appalachian area next 
winter,” and to submit a plan which would accomplish that 
purpose at the earliest possible moment. The letter also 
stated that during the preceding winter a shortage of natu¬ 
ral gas available in the Appalachian area resulted in cur¬ 
tailment of war production and that it was essential that 
the capacity of pipe lines into that area be increased before 
the beginning of the succeeding winter in order to pre¬ 
vent a much more serious and prolonged interruption of 
war production. 

Thereafter Panhandle proposed a plan which would 
increase its capacity 50,000 Mcf per day and, after ap¬ 
proval thereof by the War Production Board, on Feb¬ 
ruary 2, 1945, filed an application with this Commission 
for a certificate of public convenience and necessity au¬ 
thorizing the construction and operation of the facilities 
therein proposed. 

On February 9, 1945, Panhandle entered into a contract 
with Ohio Fuel Gas Company (designated in the files of 
this Commission as Panhandle Eastern Pipe Line Com- 
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pany Rate Schedule FPC No. 108), for the sale of the gas 
which thus would be made available. This contract called ; 
for deliveries to Ohio Fuel of 25,000 Mcf of gas daily 
for 20 years (under paragraph 4(a) of Article II) and: 
an additional 25,000 Mcf daily for a period not to exceed 
5 years (under paragraph 4(b) of Article II). The con¬ 
tract provides for cancellation of the deliveries of the 
additional 25,000 Mcf by either party, upon 90 days’ 
notice, after the War Production Board or its successor; 
shall (1) cease to exercise war emergency jurisdiction j 
over the parties in connection with dispatching of natural 
gas or, (2) advise the parties that control of the dispatch-1 
ing of natural gas from Panhandle’s system is no longer I 
necessary to the furtherance of the war effort. 

It was apparent that the additional 25,000 Mcf were 
proposed to be sold by Panhandle on a temporary basis 
to maintain essential war production and to meet civilian 
needs during the war period. Deliveries of natural gas 
had theretofore been made by Panhandle to Ohio Fuel 
at those interconnections commencing in 1942 pursuant 
to a number of interim directives of the War Production j 
Board. 

i 

After public hearing held upon the application and 
upon consideration of the record there made, on March 
31, 1945, we issued to Panhandle a certificate of public 
convenience and necessity pursuant to Section 7 of the 
Natural Gas Act, as amended, authorizing the construc¬ 
tion and operation of the additions to Panhandle’s then 
existing pipe line system proposed in the application 
(4 FPC 263). Panhandle did not present at that hearing 
any specific plan for the disposition of the additional 
25,000 Mcf in the event of termination under the pro¬ 
visions of the contract, but the evidence then indicated 
the company’s intention to utilize such gas for the pur- 
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pose of expanding its direct industrial and other markets 
at such time. Accordingly we included in the certificate 
the following condition: 

“(B) This certificate is granted upon the express con¬ 
ditions that (1) the facilities herein authorized 
shall not be used for either the transportation or 
sale of natural gas, subject to the jurisdiction 
of this Commission, to any new customers of 
applicant except upon specific authorization first 
obtained from this Commission, and (2) appli¬ 
cant shall not abandon or terminate any service 
rendered by means of such facilities to The Ohio 
Fuel Gas Company without first obtaining the 
approval of the Commission in accordance with 
the requirements of the Natural Gas Act, not¬ 
withstanding any provisions for termination of 
deliveries contained in the contract between ap¬ 
plicant and The Ohio Fuel Gas Company, dated 
February 9, 1945”; (Emphasis supplied) 4 
F.P.C. 273. 

Ohio Fuel Gas Company is an operating subsidiary of 
the Columbia Gas System and is engaged in the distribu¬ 
tion of natural gas at wholesale and retail in some 66 of 
the 88 counties of the State of Ohio. The company is 
responsible for gas service, directly or indirectly, to ap¬ 
proximately 850,000 consumers in that State. It dis¬ 
tributes gas directly to consumers in a number of cities 
and communities including the City of Toledo. Among 
the distributors to whom Ohio Fuel sells natural gas at 
wholesale are Cincinnati Gas and Electric Company, Day- 
ton Power and Light Company, West Ohio Gas Company, 
Western Ohio Public Service Company, and Delaware 
Gas Company. Ohio Fuel is a natural gas company with¬ 
in the purview of the Natural Gas Act (3 FPC 301, 307). 
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On July 30, 1946, Panhandle and Ohio Fuel entered 
into a supplemental agreement under the provisions of 
which subsequent deliveries of 4(b) gas were made de¬ 
pendent upon the ability of Panhandle to serve its other j 
firm customers. This agreement was filed as Supple- j 
ment No. 2 to Panhandle Rate Schedule FPC No. 108 on 
October 10, 1946, and permitted to become effective by ; 
this Commission In the Matter of Panhandle Eastern j 
Pipe Line Company, Docket Nos. 0-807 and 0-620, Opin¬ 
ion No. 152 and order issued July 8, 1947. Under the | 
Commission’s order of November 25, 1947, in Docket 
Nos. 0-200 and 0-207, the result was the termination of ; 
the firm obligation of Panhandle to make deliveries of 
4(b) gas between December 1, 1947 and April 15, 1948. 

On March 17, 1948, Panhandle, having given the re- j 
quired written notice of cancellation to Ohio Fuel, filed i 
with the Commission Supplement No. 9 to its Rate Sched¬ 
ule FPC No. 108 by means of which it proposes to cancel j 
and terminate the provisions of said Rate Schedule FPC j 
No. 108 relating to the delivery of 4(b) gas. Panhandle 
proposes that such supplement be made effective as of I 
April 16, 1948. ; 

The Commission on April 14, 194S, adopted an order 
in Docket No. G-1035 suspending the proposed supple¬ 
ment and deferring the use thereof until September 16, 
1948, and ordering that a hearing be held thereon. By 
the same order, we reopened Docket No. G-620 for the 
purpose of determining whether paragraph (B) of the 
Commission’s order of March 31, 1945, issuing a cer¬ 
tificate of public convenience and necessity to Panhandle, 
should be modified, and consolidated such proceedings 
with Docket No. G-1023 for purposes of hearing. 

Thus the question is raised as to the volume of natural 
gas Panhandle is to deliver to Ohio Fuel on and after 
April 16, 1948. 
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In the proceeding in Docket No. G-620, in which we 
issued the certificate of public convenience and necessity 
hereinbefore referred to, it was clear that, while Pan¬ 
handle proposed therein to deliver 25,000 Mcf of gas for 
a definite period of time, the remainder was to be de¬ 
livered upon a temporary emergency basis. We found 
therein that the evidence clearly established that the pro¬ 
posed facilities were urgently required to maintain essen¬ 
tial war production and to meet civilian needs during the 
war emergency. We recognized the fact that the heavy 
war demands were materially diminishing the supply of 
gas that otherwise would have been available for civilian 
use. We recognized, too, that increasing supplies of ad¬ 
ditional gas were being made available to the Appalachian 
area through the Tennessee Gas Transmission Company’s 
line from Texas. 

We were then aware that developments were taking 
place upon the Panhandle System which might require 
additional supplies of gas thereon, and recognized that 
upon the termination of the war emergency, 4(b) gas 
might be required elsewhere on Panhandle’s system. Con¬ 
sequently, we saw the probability that the provisions of 
the contract which permitted the cancellation of the 4(b) 
deliveries would be exercised. However, we made clear 
in the opinion our purpose to retain, in the public interest, 
control over the disposition to which the gas would be put 
in lieu of its delivery to Ohio Fuel. 

Panhandle is the sole source of natural gas supply for 
substantially all of its customers exclusive of Ohio Fuel, 
East Ohio Gas Company and Texas Gas Transmission 
Corporation, and it is a relatively minor source of supply 
for the first two of these companies. On the other hand, 
Ohio Fuel and the other major distribution companies in 
the Appalachian area have available other sources of sup- 
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ply of natural gas including their own production, local 
purchases, and deliveries from the Tennessee Gas Transf 
mission Company and Texas Eastern Transmission Cor^ 
poration lines. Although these transmission systems are 
somewhat behind schedule in delivering gas into the Apt 
palachian area in the volumes previously contemplated* 
the evidence shows that the deliveries therefrom are inf 
creasing much more rapidly than is the delivery capacity 
of Panhandle. i 

In view of the urgent needs, as shown upon this record; 
of customers elsewhere on the Panhandle System who rely 
wholly upon it for their supplies of natural gas, we con¬ 
clude that it would be unreasonable and against public 
interest not to permit the cancellation, as originally con¬ 
templated by the parties and provided for in the supple¬ 
ment now under suspension, of the 4(b) deliveries by Pan-! 
handle to Ohio Fuel. 

i 

We find, therefore, that the public convenience and 
necessity do not require the continuance of the condition 
set out in Paragraph (B) of our order of March 31, 1945,, 
and that said paragraph should be modified by striking 
therefrom clause (2) thereof and that, as so modified,! 
Paragraph (B) should continue in force and effect. 


We further find that Supplement No. 9 to Panhandle’s! 
Rate Schedule FPC No. 108 should be permitted to become 
effective as of April 16, 1948. 


Article III of the rate schedule under consideration 
provides that the gas contemplated under Paragraph 4(a) 
of Article II shall be delivered to the two delivery points— 
Maumee and Muncie—in such proportions as may be 
agreed upon from time to time between the parties, pro¬ 
vided, however, that Panhandle may require that Ohio 
Fuel take as much as 20,000 Mcf a day at Muncie. In the 
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latter event Ohio Fuel could demand deliveries of no more 
than 5,000 Mcf a day at Maumee. Parenthetically it 
should be pointed out that Maumee is, but Muncie is not, 
east of Panhandle’s Edgerton compressor station. Con¬ 
sequently, although the testimony of Ohio Fuel’s chief 
engineer was that Ohio Fuel needed deliveries of 20,000 
Mcf a day at Maumee this summer for the purposes of the 
storage program in its northern storage fields, this gas 
purchase contract, in so far as the 4(a) gas is concerned, 
might well be held to be a firm contract for only 5,000 
Mcf at the latter point. 

The evidence of record shows that for the. year 1948 
and through the winter season of 1948-1949, Ohio Fuel 
does not have adequate pipe line interconnection between 
the northern and southern portions of its system and that 
this lack of capacity may prevent the delivery of the re¬ 
quired volumes of gas for the supply of the .Toledo area, 
including provision for summer storage, unless substan¬ 
tial volumes are received by Ohio Fuel from Panhandle 
at Maumee. The chief engineer of Ohio Fuel stated that 
daily deliveries of 20,000 Mcf at Maumee during the stor¬ 
age period of 1948 and 5,000 Mcf a day during the winter 
season of 1948-1949 would provide for the delivery of re¬ 
quired volumes of gas at Toledo. 

A large part of the current storage season has now 
elapsed and considering the volumes shown by the record 
to be required to assure uninterrupted service in the 
Toledo area, we find that deliveries of 15,000 Mcf per day 
by Panhandle to Ohio Fuel at Maumee until the end of the 
next heating season will provide the volumes of gas re¬ 
quired at Toledo. The record shows that Ohio Fuel’s 
construction program should eliminate existing bottle¬ 
necks before the summer of 1949 and accordingly the re¬ 
quirement that Panhandle deliver 15,000 Mcf of gas to 
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Ohio Fuel at Maumee should not extend bevond April 
30, 1949. 

We therefore find that a supplement should be filed by i 
Panhandle which will make available to Ohio Fuel at the 
Maumee delivery point until April 30, 1949, not less than 
15,000 Mcf of the total of 25,000 Mcf per day to which 
Ohio Fuel is entitled under Paragraph 4(a) of Panhandle 
Rate Schedule FPC No. 108. 

Texas Eastern Transmission Corporation 
Docket No. G-880 

In our order of March 21, 1947, in this matter, issuing 
a temporary certificate of public convenience and necessity 
to Texas Eastern for the operation of the “Big Inch” 
and “Little Big Inch” pipe lines, we recognized the then 
shortage of gas in the area served by Panhandle, and in 
an order entered on April 29, 1947, we found it necessary 
and desirable in the public interest that during the tem¬ 
porary operation of the “Inch” lines by Texas Eastern, 
certain deliveries of natural gas be made therefrom in¬ 
cluding 20,000 Mcf daily to Panhandle. 1 

By order entered June 12, 1947, the orders of March 21, 
1947, and April 29, 1947, were modified (the modification 
to be effective from and after June 17, 1947) in some re¬ 
spects, but the allocation of 20,000 Mcf a day to Panhandle 
was not disturbed. 

In our Opinion No. 157 we again took cognizance of the 
gas shortage situation on the Panhandle System and our 


1 This condition in the certificate was, in effect, a continuation of 
previously ordered deliveries in Docket No. G-824 during the period 
of operation of the “Inch” lines by Tennessee Gas Transmission 
Company. 


I 





38 


Exhibit B. 

order entered concurrently therewith (October 10, 1947) 
contained the following condition: 

“(J) Applicant shall deliver approximately 20 million 
cubic feet of natural gas per day to relieve the 
existing gas shortage in the territory supplied by 
the Panhandle Eastern Pipe Line Company, such 
deliveries to be on a displacement basis by de¬ 
liveries through existing connections with The 
Ohio Fuel Gas Company and connections to be 
established by Applicant with the facilities of Ken¬ 
tucky Natural Gas Corporation and Indiana Gas 
and Water Company. Such deliveries shall con¬ 
tinue until April 30,1948, unless extended to April 
30, 1949, as provided in our Opinion herein, and 
shall be contingent upon firm commitments from 
Panhandle or its customers who will benefit there¬ 
by to pay for such gas on a basis consistent with 
Applicant’s prevailing rates and charges for gas 
sold by it in the Appalachian area.” 

On March 23,1948, it appearing that the acute gas short¬ 
age there referred to might extend beyond April 30, 1948, 
we entered an order setting the matter down for hearing 
to determine whether there is a continuing shortage of gas 
supply in the area served by Panhandle which requires 
the continuance of such deliveries, as provided in said 
Paragraph (J), and the proceeding was consolidated for 
purposes of hearing with the matters involved in Docket 
No. G-1023, more particularly hereinafter described. 

Pursuant to due notice a public hearing was held begin¬ 
ning on April 7, 1948, and concluding, with respect to Doc¬ 
ket Nos. G-620, G-1035 and G-880, on April 29, 1948. 

On April 30, 194S, we issued an interim order in which 
we found that a prima facie showing had been made as to 
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the need for the continuance for the time being of the de¬ 
livery of 20,000 Mcf of gas per day to relieve the natural 
gas shortage situation existing on the Panhandle system. 
We found, however, that the evidence relating to the need 
for continuance of such deliveries to April 30, 1949, had 
not been fully tested and concluded that the condition 
should continue until further order and that the record in 
Docket No. G-880 should remain open until the consoli¬ 
dated proceeding was concluded and we had before us alb 
of the evidence pertinent to this issue. 

Whereupon we ordered that the record in Docket No. j 
G-880 be reopened for the taking of further evidence and 
again consolidated the proceeding with Docket No. G-1023 
for purposes of hearing. We now have before us the com¬ 
plete record in the consolidated proceeding. 

| 

Gas companies operating in the Appalachian area and j 
in Philadelphia and the State regulatory commissions of 
Ohio and New York oppose the continuance of the condi-; 
tions set out in Paragraph (J) of our order of October 10, j 
1947. Customers of Panhandle in Missouri, Illinois, In-1 

i 

diana and Michigan and the regulatory commissions of 
Michigan, Indiana and Illinois, request the continuance of 
the condition. Panhandle takes no position in this respect 
except to state that it is not requesting the continuance of 
deliveries as provided in the condition. 

We are aware of the fact, as we have already said, that, j 
generally, Panhandle’s customers are dependent upon it j 
as their sole source of gas while most distributors in the 
Appalachian area have more than one such source; and 
that comparatively the supply situation, generally, in the | 
Appalachian area is improving at a much more rapid rate 
than is the case on the Panhandle System. In this connec¬ 
tion it may be noted that, whereas we made our first finding 
that 20,000 Mcf of Texas Eastern gas should be available j 
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to meet the emergency needs of the Panhandle area when 
the total deliveries through the Big Inch lines amounted to 
only 127,000 Mcf, the deliveries today have passed the 
300,000 Mcf mark and are expected to pass the 500,000 Mcf 
mark by January, 1949. Thus the amounts of Southwest¬ 
ern gas available to the Appalachian companies from this 
system alone, after deduction of the allotment to Pan¬ 
handle, will have increased nearly five-fold. 

In our order of April 30, 1948, we directed that the pro¬ 
visions of Paragraph (J) of our order of October 10, 1947, 
be continued in full force and effect until such further order 
as the Commission may issue upon the basis of the full 
record. Upon consideration of the full record, including 
the oral arguments presented and written statements filed, 
we find that the deliveries by Texas Eastern for the ac¬ 
count of the Panhandle area pursuant to Paragraph (J) 
should continue to April 30,1949, contingent upon arrange¬ 
ments by Panhandle or its customers to take and pay for 
such gas. We further find that, to the extent that any por¬ 
tion of such gas is not being taken under such arrange¬ 
ments, it should be available for the general pipe line de¬ 
liveries of Texas Eastern. 

Panhandle Eastern Pipe Line Company 
Docket No. G-1023 

Upon consideration of various matters coming to the at¬ 
tention of the Commission, indicating a possible shortage 
of pipe line capacity in the Panhandle System to supply 
the requirements of its direct customers and the require¬ 
ments of distributing utilities dependent in whole or in part 
upon it for their supply of natural gas (including those 
matters involved in Docket Nos. G-620, G-1035 and G-880, 
discussed above, and those involved in Docket Nos. G-1013 
and G-1029 which will be discussed later), as well as the 
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lawfulness of certain deliveries made by Panhandle under 
filed rate schedules and other matters related thereto, we 
issued on March 23, 1948, an order instituting an inquiry 
and investigation under Sections 5,14 and 16 of the Natural 
Gas Act, and ordered that a hearing be held to enable the 
Commission to issue such orders as might be required re¬ 
specting the issues raised. 

On May 11, 1948, while the consolidated proceeding was 
in progress, we issued an interim order in Docket Nos. 
G-1023, G-1013 and G-1029, directing certain procedures! 
with respect to the hearing and defining with somewhat j 
greater particularity certain of the issues theretofore 
raised in our order of March 23, 1948. 

! 

Missouri Refractory Contracts 

On January 23, 1948, Panhandle filed, pursuant to the j 
provisions of the Commission’s Order No. 107, six contracts 
each of which was dated December 24, 1947, and under the j 
provisions of which Panhandle undertook to supply the en- I 
tire requirements, up to fixed amounts, of natural gas for j 
industrial use on a firm basis for a period of 180 consecu- j 
tive days commencing after April 1 of each year, such con- | 
tracts being with Harbison-Walker Refractories Company | 
at Fulton and Vandalia, Missouri; Mexico Refractories 
Company, Mexico, Missouri; North American Refractories 
Company, Farber, Missouri; Walsh Refractories Company, j 
Farber, Missouri; and Wellsville Fire Brick Company, 
Wellsville, Missouri. 

i 

Previously these companies had been supplied with nat¬ 
ural gas under contracts which provided that the obliga- i 
tion of seller to deliver was subject to curtailment and in¬ 
terruption of deliveries when, in seller’s judgment, gas 
which otherwise w’ould have been delivered to buyer was 
needed to meet the requirements of other customers re- 


i 
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ceiving service, either directly or indirectly, from Pan¬ 
handle’s pipe line system, under classifications contemplat¬ 
ing an uninterruptible supply of gas. In the earlier con¬ 
tracts as well as the contracts of December 24, 1947, the 
buyer in each instance had agreed to keep a sufficient quan¬ 
tity of other fuel in stock at all times, so that no material 
injury or damage would result to buyer in the event of cur¬ 
tailment or interruption of gas deliveries. The evidence 
shows that the first serious curtailments on Panhandle’s 
system occurred in the latter part of December 1945. It 
was not until then, therefore, that the refractory companies 
were concerned with the distinction between firm and inter¬ 
ruptible deliveries. They then began efforts to acquire 
from Panhandle firm contracts in lieu of those then in 
effect. Negotiations between the parties finally resulted 
in the contracts here under consideration. 

Question is thus raised as to whether the service pro¬ 
posed during 180 days in each calendar year, supplanting in 
part the service theretofore rendered on an interruptible 
basis, as well as other changes in the terms and conditions 
of service, are unreasonable and improper or otherwise un¬ 
lawful, in view of Panhandle’s existing pipe line capacity 
and the lawful demands upon its system. 

The record shows that the refractory industry is a major 
factor in the economy of that portion of the State of Mis¬ 
souri in which these plants are located; that the gas re¬ 
ceived from Panhandle is employed for highly specialized 
industrial purposes, and that interruptions in fuel supplies 
are matters of serious concern to those industries. 

But the record also shows that substantially all natural 
gas sold by Panhandle for industrial use is employed in 
highly specialized industrial processing operations which 
require continued and uninterrupted deliveries of such gas 
for varying periods of time; that deliveries for such pur- 
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| 

poses have been made for many years and the economic 
and industrial development of many communities in the j 
area served by Panhandle is dependent upon such a con- 
tinued supply of natural gas to the industries located there¬ 
in. A number of Panhandle’s other customers, direct and 
indirect, testified that they have tried for a long time to 
secure firm deliveries for these purposes but have been un¬ 
able to do so. 

i 

i 

It is clear from the record that service like that prop- j 
posed in the contracts of December 24,1947, to the Missouri i 
refractory companies is not offered or made available to j 
Panhandle’s other direct or wholesale customers. We find j 
and conclude, therefore, that such proposed service would 
have the effect of granting an undue preference and ad- j 
vantage to the five refractory companies and subject Pan¬ 
handle’s other customers to an undue prepudice and disad- j 
vantage. We further find and conclude that such proposed 
contracts would have the effect of maintaining an unrea¬ 
sonable difference in service as between localities and be¬ 
tween customers. 

We further find that, to the extent that curtailment of i 
service to the Missouri refractories on a prorata basis with 
curtailment of interruptible service is necessary to meet j 
the requirements of customers not subject to interruption, 
failure to do so would impair the ability of the Panhandle i 
System to render adequate service, would constitute undue j 
discrimination and would be a violation of the Natural 
Gas Act. 

The Situation East of Edgerton \ 

i 

The Questions Presented —Michigan Gas Storage Com- j 
pany (Gas Storage) asserts that it will require daily deliv- I 
eries by Panhandle of approximately 100,000 Mcf of natural 
gas during the current summer to meet its requirements j 
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for (1) consumers’ current daily demands, and (2) storage 
in its underground storage fields in Michigan to enable it 
to meet its winter requirements by taking gas from the 
storage fields and limiting its take of gas from Panhandle 
during the winter period. Gas Storage contends that it 
is entitled to receive such volumes of gas during the cur¬ 
rent summer under its existing contract with Panhandle 
Eastern. 

Michigan Consolidated Gas Company (Consolidated) con¬ 
tends that it has a firm contract with Panhandle for the 
delivery to it of 125,000 Mcf of natural gas per day. 

Panhandle has a rate schedule on file calling for the 
firm delivery to East Ohio Gas Company of 50,000 Mcf 
per day. In addition, the evidence shows that at the present 
time Panhandle is delivering some 10,000 Mcf per day of 
gas to other and smaller companies in Ohio and Michigan. 
Assuming the validity of the claims of Michigan Gas Stor¬ 
age and Michigan Consolidated, together with delivery of 
15,000 Mcf of gas to Ohio Fuel Gas at Maumee on a firm 
basis, in accordance with our decision herein, the total re¬ 
quirements on Panhandle’s system east of its Edgerton 
station exclusive of any amounts to Union Gas Company of 
Canada, would be 300,000 Mcf per day during the summer 
months. The engineering assistant to Panhandle’s vice 
president in charge of operations testified that the physical 
capacity of the Edgerton station is from 265,000 to 270,000 
Mcf per day on the average. 

There is other evidence in the record, however, which 
makes it clear that a substantially larger volume of gas 
has been and may be delivered through that compressor 
station. It should be clearly understood, therefore, that 
we do not here find this to be the physical capacity of 
Edgerton station, nor do we conclude that no more than 
270,000 Mcf per day, on the average, can be delivered 
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to Panhandle’s customers to the East thereof. Neverthe¬ 
less, we shall use this figure for our present purposes;, 
and there would thus appear to be an excess of firm de¬ 
mands upon the Panhandle System east of its Edgerton 
station above the capacity of that part of its system 
amounting to approximately 30,000 Mcf per day. 

Our order of March 23,1948, supplemented by our order 
of May 11, 1948, raised the questions whether Gas Stor-; 
age requires daily deliveries from Panhandle of approxi- ; 
mately 100,000 Mcf of gas per day during the summer 
months, and whether it is entitled, under its gas purchase 
contract with Panhandle, designated in the files of this 
Commission as Panhandle Eastern Pipe Lino Company | 
Rate Schedule FPC No. 113, to take from Panhandle such 
volume of gas to meet such requirements. 

Those orders also raised the questions (1) whether Con- ; 
solidated, under the provisions of its gas purchase con- j 
tract with Panhandle, (designated in the files of this Com- j 
mission as Panhandle Eastern Pipe Line Company Rate 
Schedule FPC No. 12, as supplemented) is entitled to take 
any gas from Panhandle at Detroit for underground stor- j 
age, (2) whether Consolidated is entitled to take any gas 
from Panhandle at Detroit for underground storage for 
subsequent sale and distribution either in the Detroit area 
or areas outside thereof; and (3) whether Consolidated is 
entitled, under all the circumstances, to take 125,000 Mcf 
of natural gas per day at Detroit. 

Gas Storage’s Right to Take Gas —Gas Storage is a 
Michigan corporation authorized to do business only in the 
State of Michigan and having its principal place of business 
in Jackson, Michigan. The corporation was organized on 
June 4, 1946, pursuant to the terms of a contract dated 
May 3, 1946, between Panhandle and Consumers Power 
Company, for the purpose of the development by Gas Stor- 
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age of the business of purchasing, receiving, producing,: 
storing, transmitting and selling natural gas in the State 
of Michigan in such a manner as to enable it to receive 
and store natural gas during the summer months and 
to withdraw from storage and sell such natural gas during 
the winter months in order thereby to meet the day-to-day 
requirements of Consumers Power Company. 

Consumers Power Company is a public utility engaged, 
among other things, in the local distribution of natural gas i 
to individual consumers in the State of Michigan. It dis¬ 
tributes natural gas in approximately 244 communities, in¬ 
cluding the towns of Alma, Bay City, Flint, Jackson, Kala¬ 
mazoo, Lansing, Owosso, Pontiac and Saginaw, all within 
the State of Michigan. 

On June 7,1946, Gas Storage and Panhandle entered into 
a contract (Panhandle Bate Schedule FPC No. 113 above 
referred to) under the provisions of which Panhandle 
undertook to deliver to Gas Storage each calendar year for 
a term of twenty-five years “such quantities of gas as stor¬ 
age company may require in the manner, to the extent and 
with the exceptions * * *” thereafter specified. Gas Stor¬ 
age is required to keep Panhandle informed of its purchase 
requirements from Panhandle approximately five years 
in advance by a statement to be submitted to Panhandle 
annually. Panhandle may deliver during each calendar 
year up to 5% less than Gas Storage’s specified require¬ 
ments, provided, however, that the accumulated deficits do 
not exceed 12% of such requirements for the current cal¬ 
endar year. * 1 

A significant recital in the contract is that Panhandle 
proposes, subject to the approval of the Federal Power 
Commission, presently to enlarge the capacity of its trans¬ 
mission lines from their then rated capacity of 383,000 
Mcf per day to a rated capacity of approximately 473,000 
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Mcf a day and to proceed with such enlargements at once. 
Until the completion of these enlargements Panhandle is 
required to deliver a minimum of 25,000 Mcf a day and 
thereafter a minimum of 30,000 Mcf a day. 

A statement providing for the delivery of specific monthly 
and annual volumes of gas for the remainder of the year j 
1946 and the four succeeding years was attached to the 
contract. The statement provides for the delivery of 3,- \ 
100,000 Mcf in each of the months of May, July, August ; 
and October 1948 and 3,000,000 Mcf in each of the months 
of June and September 1948 or an average of 100,000 Mcf 
a day for each of these six months. 

It appears, therefore, that the contract intended to, and | 
does, entitle Gas Storage to receive from Panhandle fixed 
amounts during each month of the year. j 

On July 1,1946, Gas Storage filed with this Commission, 

In the Matter of Michigan Gas Storage Company , Docket 
No. G-731, 5 FPC 965, an application for a certificate of 
public convenience and necessity, pursuant to Section 7 of j 
the Natural Gas Act, as amended, to authorize the construe- ' 
tion and operation of certain facilities and the acquisition 
and operation of certain other facilities, to enable it to re¬ 
ceive and store natural gas during the summer months and 
withdraw from storage and sell such natural gas during the I 
winter months. On December 4,1946, we entered an order 
issuing a certificate of convenience and necessity authoriz- j 
ing such construction, acquisition and operation. 

It is clear, therefore, and we find that Gas Storage is en¬ 
titled, both under its gas purchase contract and under 
the certificate of this Commission, to take and receive from 
Panhandle on a firm basis such fixed monthly volumes of 
gas as are specified in the rate schedule on file with the 
Commission. 
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Gas Storage's Requirements —Consumers Power Com¬ 
pany supplies only firm year round service. The evidence 
presented in this proceeding by Gas Storage show’s that the 
requirements of Consumers Power Company, for the period 
May 1, 1948 to April 30, 1949, despite certain existing re¬ 
strictions with respect to the attachment of househeating 
load and to the use of gas for commercial and industrial 
purposes, will be about 23,000,000 Mcf. 

It is expected that of this amount approximately 
2,000,000 Mcf will be produced and purchased in [Michigan 
fields by Consumers, thus leaving about 21,000,000 Mcf to 
be supplied by Gas Storage. In addition to the require¬ 
ments of Consumers, Gas Storage estimates that approxi¬ 
mately 1,100,000 Mcf of gas will be lost or unaccounted for 
in its operation. The record discloses that because of 
Gas Storage’s inability to secure from Panhandle during 
the last storage season the volumes of gas then required 
to meet the demands of Consumers upon Gas Storage and 
at the same time maintain the storage program, the stor¬ 
age fields w’ere drawn down to pressures substantially be¬ 
low those considered adequate for the safe maintenance 
and efficient operation thereof. Actually, withdrawals w’ere 
such that they reduced the pressures to a point threatening 
permanent and irreparable damage to these fields. The; 
evidence is that approximately 3,100,000 Mcf of natural. 
gas will be required to bring the pressures in these stor¬ 
age fields back to safe and efficient operating levels. Thus 
it appears that for the year ending April 30, 1949, Gas 
Storage will require some 25,200,000 Mcf of natural gas 
from Panhandle. Of this amount, about 18,300,000 Mcf is 
scheduled to be received during the 6 months, May through , 
October, 1948. 

Consolidated’s Right to Take Gas —Michigan Consoli¬ 
dated Gas Company, a Michigan corporation, having its 
principal place of business at Detroit, Michigan, owns facil- 
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ities which are used for, and the company is engaged in,; 
the transportation of natural* gas in interstate commerce,! 
and it is a “natural-gas company” within the meaning of 
the Natural Gas Act, as amended. 

Consolidated’s operations are largely confined to two 
areas in southern Michigan, which are designated the De¬ 
troit District and the Western District, respectively. The; 
Detroit District consists of the City of Detroit and areas; 
adjacent thereto, while the Western District is comprised 
of the cities and metropolitan areas of Grand Rapids,; 
Muskegon, Big Rapids, Mount Pleasant, and Belding- 
Greenville, Michigan. We are immediately concerned only 
with Consolidated’s operations within the Detroit District. 

Deliveries of gas by Panhandle to Consolidated are made | 
pursuant to a contract entered into on August 31, 1935, 
heretofore referred to and designated in the files of this j 
Commission as Panhandle Eastern Pipe Line Company 
Rate Schedule FPC No. 12 and supplements thereto, be-1 
tween Panhandle and Consolidated’s predecessor, Detroit j 
City Gas Company. The term of such contract was for 
a period of 15 years, beginning with the effective date j 
thereof and from year to year after the expiration of said ; 
15-year period until cancelled on 18 months ’ notice in writ- j 
ing given by either party to the other. In this contract 
it is provided that “* * * Seller agrees to sell and deliver j 
to Buyer, and Buyer agrees to buy from Seller, all of the j 
natural gas requirements of Buyer for distribution and 
sale to any and all of its present and future customers and ; 
for its own use, but not in excess of 90 million cubic feet 
• * * per day which represents all of the gas Seller now j 
believes it can safely contract to furnish Buyer at this 
time.” 

The contract also provided (Article XI, paragraphs 3 
i and 4): 
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“3. Buyer agrees that it will, subject to temporary or 
permanent outage resulting from either unavoid¬ 
able deterioration or casualty, maintain in opera¬ 
tion the storage holders which it now has, and will 
operate the same each day so as to assist in level¬ 
ing the peak demands for natural gas to be deliv¬ 
ered by Seller, hereunder, subject, however, to the 
right of Buyer to keep at all times in its holders a 
reserve of gas of sufficient quantity to insure safe 
and adequate service to its customers as determined 
by Buyer; and Buyer will as nearly as practical, 
with storage capacity, take natural gas in equal and 
uniform hourly volumes. Subject to the aforesaid 
use by Buyer of holder capacity, Seller agrees to 
deliver to Buyer, natural gas in accordance with 
the hourly and daily demands of the markets of 
Buyer up to but not to exceed a maximum daily 
demand of 90 million cubic feet, or its equivalent 
912,600 therms. 

“4. Inasmuch as interruptions in the delivery of gas 
hereunder may from time to time occur due to force 
majeure, as herein defined, or otherwise, and Buyer 
serving the large populous and industries within 
the metropolitan areas of Detroit, being in duty 
bound to maintain its present water gas generating 
plants in good operating conditions to effect con¬ 
tinuity of service during such periods of inter¬ 
rupted service on the part of Seller, and because, 
in order to furnish gas of substantially the heat 
equivalent of natural gas, it will be necessary for 
Buyer to make large expenditures on such generat¬ 
ing equipment, Seller recognizes and agrees that 
notwithstanding the covenant that Buyer will pur¬ 
chase from Seller all of its natural gas require- 
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ments, Buyer may use its present generating plants: 
from time to time to manufacture gas substantially 
equivalent in heat units to natural gas, to assist 
in leveling those peak demands which would other¬ 
wise increase the cost of gas under this agreement, 
provided, however, that Buyer shall pay for the!, 
minimum requirements specified in Section 4 of 
Article II; provided, further, that nothing in this 
section contained shall limit Seller’s obligation to 
furnish Buyer’s requirements for gas as elsewhere 
herein provided.” 

Thereafter, a supplemental contract, dated September! 
29, 1934, was entered into between the parties, in which 
appears the statement (Article I) that: 

“It is understood that under the terms and provisions 
of the gas contract, Seller is obligated to sell and j 
deliver to Buyer the natural gas requirements of 
Buyer, but not in excess of 90 million (90,000,000) 
cubic feet • • * which constitutes Seller’s maximum 
obligation under said contract.” 

j 

A fourth supplement to the contract, dated June 29, 
1940, provided, among other things, that “* * * Seller 
agrees to commence the completion and installation of such 
additions to its pipe line system as may be necessary to 
enable it to deliver such natural gas as Buyer may require 
up to but not in excess of 125 million (125,000,000) cubic i 
feet * * * per day • * j 

There is no specific language either in the original or j 
in any of the four supplemental contracts prohibiting 
underground storage of gas received by Consolidated from : 
Panhandle thereunder for later distribution and sale to 
its customers or for its own use. 


i 
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On December 13, 1946, Austin Field Pipe Line Company- 
filed an application, in Docket No. G-834, for a certificate 
of public convenience and necessity authorizing the con¬ 
struction of certain natural gas transmission facilities for 
the transportation of natural gas from the Austin and 
Reed City gas storage fields to the city gate, among others, 
of Detroit, Michigan. On December 26, 1946, Michigan 
Consolidated Gas Company filed a similar application re¬ 
questing authorization for the installation of natural gas 
facilities consisting in the main of additional wells and 
gathering lines. It was proposed therein that such facili¬ 
ties be used in the operation of the Austin and Reed City 
fields as gas storage fields. 

After the hearing held upon those applications but prior 
to decisions thereon, Consolidated, on June 27, 1947, at 
Docket No. G-918, filed an application for a certificate of 
public convenience and necessity, authorizing the construc¬ 
tion, leasing and operation of facilities necessary to the 
proposed storage in the Austin field of gas obtained from 
Panhandle Eastern and the subsequent withdrawal there¬ 
from for distribution in the Detroit district. 

The three applications were heard upon a consolidated 
record and, based thereon, we issued on November 14, 
1947, an order granting the certificates requested for the 
construction proposed by Austin Field Pipe Line Company 
and the construction and operation proposed by Michigan 
Consolidated Gas Company. That order specifically au¬ 
thorized Consolidated to 

“IV. Construct, install and operate facilities in the 
Austin storage field for the storage therein and 
subsequent withdrawal of natural gas produced 
outside of the State of Michigan.” 
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The question whether Consolidated is authorized under 
Panhandle’s Rate Schedule FPC No. 12, as supplemented* 
to store gas which it takes from Panhandle, was raised in 
the proceeding in Docket No. G-834, et al. In disposing of 
that case, the Commission made the following necessary 
finding: 

‘‘Michigan Consolidated’s gas supply is adequate to 
meet the requirements of the operations therein au¬ 
thorized and the services to be rendered by means of 
the proposed facilities.” I 

The only gas supply available to Consolidated at thatj 
time was from Panhandle; therefore, such a finding would 
not have been made nor could it have been made if it were 
our view that storage of gas was not permissible under ! 
the terms of said rate schedule. 

As we construe the language of the contract of August 
31, 1935, and the supplements thereto, it was clearly the 
desire of Panhandle to maintain, as nearly as practicable, 
uniform deliveries of gas to Consolidated. At that time, I 
of course, Consolidated had no underground storage and | 
none was under contemplation. However, the distributing 
company did have surface holder storage facilities, al- : 
though of limited capacity, and the contract clearly con- I 
templated the operation of such facilities for the mainte¬ 
nance of as uniform a rate of take as possible. It is diffi- I 
cult to believe that had Consolidated then owned under¬ 
ground facilities the use thereof would not have been re- 1 
quired for the same purpose. 

Furthermore, we are cognizant of the fact that Ohio 
Fuel Gas Company, East Ohio Gas Company and Texas 
Gas Transmission Corporation are now receiving and plac¬ 
ing in storage natural gas from Panhandle under contracts 
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which do not specifically provide for storage operations. 
It is our belief that to construe Panhandle’s Rate Schedule 
FPC No. 12, as prohibiting such operations would con¬ 
stitute discrimination against Consolidated. 

We find, therefore, based upon the evidence of record, 
that under the language of the contract of August 31,1935, 
as amended, Consolidated is entitled to take gas from Pan¬ 
handle for purposes of underground storage and subse¬ 
quent sale and distribution in the Detroit area. We also 
conclude that, aside from any applicable restrictions con¬ 
tained in Supplement 5 to such Rate Schedule, Consoli¬ 
dated is entitled, under Panhandle’s Rate Schedule FPC 
No. 12, as supplemented, to take from Panhandle, on a 
firm basis, its entire Detroit requirements up to 125,000 
Mcf of natural gas per day. 

Importance of Michigan Storage Fields 

The use of partially depleted gas fields in Michigan as 
storage reservoirs has been adopted as the most feasible 
method of making available to the public, in a large part 
of central and southern Michigan, a reasonably adequate 
supply of natural gas, particularly during winter periods. 
Demand for gas during the 1947-1948 winter in the area 
served by Consumers Power Company and Michigan Con¬ 
solidated Gas Company at Detroit exceeded 350,000 Mcf 
on the peak day in spite of restrictions in gas usage. To 
meet this demand, there was available from Panhandle 
approximately 150,000 Mcf; the remainder of the demand 
was supplied from storage reservoirs and by production 
of manufactured gas and, to a small extent, by gas ob¬ 
tained by Consumers Power Company from Michigan 
fields. 

Were Panhandle to attempt to meet this daily demand 
of 350,000 Mcf, it would be required to add a minimum of 
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200,000 Mcf per dayi to its present sales capacity. The 
authorized additions to Panhandle facilities (including the 
Group “C” facilities) will increase the sales capacity by 
approximately 190,000 Mcf per day. Thus, it is seen that, 
without the storage projects in Michigan, the large addi¬ 
tions to facilities already authorized would fall short of 
meeting the demands of these two Michigan distributors 
without allowing for any load growth on the part of Pan¬ 
handle’s other customers. 

The record in Docket No. G-731 indicated that Gas 
Storage’s two storage fields, when fully developed, would 
be capable of delivering 230,000 Mcf on a winter peak day. 
The record in this proceeding indicates that the Austin 
Field of Consolidated is capable of delivering in excess of 
370,000 Mcf on a winter peak day, when fully developed. 
Thus, these three fields alone are stated to be capable of 
delivering some 600,000 Mcf per day to the two companies 
without any increased winter demand upon Panhandle’s 
facilities. In fact, Gas Storage’s demand upon Panhandle 
under these circumstances would decrease some 25,000 
Mcf per day. In addition, there are other storage fields 
in Michigan which, when developed by Consolidated, will 
further augment the peak day supply. 

The Michigan storage fields, when in operation to their 
fullest extent will in effect provide a source of peak supply 
to gas consumers in Michigan. By filling these storage 
fields during the summer period of low demand, large 
volumes of natural gas will be available to Michigan con¬ 
sumers during the winter period to meet the demands 
caused by cold weather. While Consolidated’s demand on 
Panhandle will be uniform throughout the year, ultimately 
Gas Storage will receive its annual supply of gas during 
an eight-month period, thus freeing 30,000 Mcf per day 
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of Panhandle’s capacity during the four winter months 
to help meet the demands of Panhandle’s other customers. 
Thus, utilization of the storage fields in Michigan will not 
only aid the two Michigan companies to expand their 
services, but will also provide definite benefits to other 
customers of Panhandle. In addition, since the Panhandle- 
Gas Storage contract provides for the delivery of natural 
gas to Panhandle by Gas Storage in the event of emer¬ 
gency, the dependability of Panhandle’s service to its other 
customers will be further increased. The conditions under 
which the two Michigan companies will take gas will assist 
in utilizing Panhandle’s facilities to the maximum extent 
possible throughout the year, with consequent economical 
operation of its system. 

Equitable Distribution of Available Gas —When we en¬ 
tered our order of December 4,1946, issuing a certificate of 
public convenience and necessity to Gas Storage, we were 
aware, and the record here before us shows, that Consoli¬ 
dated’s then daily takes from Panhandle at Detroit during 
the summer months were substantially below the contract 
maximum of 125,000 Mcf. For instance, during August 
1945, the maximum amount taken on any one day was 67,000 
Mcf and during July 1945, 72,000 Mcf. In fact there were 
only nine days throughout the period from April to October 
1945, inclusive, on which Michigan Consolidated took in 
excess of 100,000 Mcf. 

Assuming the continuance of such a valley, and finding, 
as we did, that public convenience and necessity required 
the construction and operation of the storage facilities, we 
considered it in the public interest to permit to be employed 
for that purpose Panhandle’s apparently otherwise unused 
pipe line capacity. 

Furthermore, as has been noted, in the gas supply con¬ 
tract between Gas Storage and Panhandle the latter had 
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agreed to increase its line capacity by some 80,000 Mcf 
and we had, only three days before, authorized the con- j 
struction and operation of the facilities by which it pro¬ 
posed to effect such an increase. It was our expectation, 
based upon the record in the two proceedings (Docket Nos. j 
G-731 and G-918), that before normal diminution of the 
valley in Consolidated’s summer load could imperil Gas 
Storage’s program, adequate volumes would have become 
available through Panhandle’s “Group B” facilities. 

Thus it appeared, in view of the anticipated enlargement 
of Panhandle’s delivery capacity, that the surplus available 
capacity of the pipe line in Michigan in the summer would ! 
be entirely adequate for Gas Storage’s proposed storage 
program. This took into account what was considered to 
be the normal valley in Consolidated’s load, together with 
the "25,000 Mcf per day which Consumers Power Company j 
was already receiving from Panhandle. 

It appears that while the proceedings in Docket Nos. \ 
G-731 and G-918 were pending before us, Consolidated 
undertook interruptible sales which resulted in its taking of 
natural gas up to 125,000 Mcf per day in the Detroit area. 
In addition, there were unexpected delays in getting the 
“Group B” facilities into operation. Nevertheless, in the j 
hearing on the Austin Field Pipe Line Company certificate 
proceeding held in the summer of 1947 we were assured by 
representatives of Panhandle that, upon completion of the | 
then scheduled construction, it would be able to deliver to 
Consolidated by June 1, 1948, as much as 140,000 Mcf a 
day without impairment of service to any of Panhandle’s 
other customers. 

However, there have been further unexpected delays in j 
Panhandle’s construction program, and it now appears that 
no appreciable additional capacity will be available from i 


i 
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the 4 ‘Group B” facilities before February 1, 1949. Thus, 
because of this change in the pattern of Consolidated^ 
summer load and the fact that Panhandle did not complete 
its construction program within the expected period of 
time, there are presently available to Panhandle’s cus¬ 
tomer’s east of its Edgerton Compressor station volumes of 
gas appreciably below the contractual requirements of its 
customers in that area. 

The record discloses that Consolidated is presently taking 
from Panhandle’s lines at Detroit virtually every day 
125,000 Mcf of gas and that the difference between the 
amounts thus taken and Consolidated’s current firm de¬ 
mands is being placed in storage in the Austin storage 
field. On the other hand, Panhandle is delivering to Gas 
Storage only such volumes of gas as then remain available 
after all other deliveries, including those to Consolidated, 
are made east of Edgerton station. 

On the basis of the record made in this proceeding, we 
have reached the conclusion that, given the fact that the 
authorized additions to Panhandle’s capacity, assumed in 
connection with our authorizations of the two storage pro¬ 
grams, have not been completed, the excess of demands 
above pipe line capacity on Panhandle’s system east of the 
Edgerton station is attributable to the aggregate of the in¬ 
creases in demands of Gas Storage and Consolidated, 
without the requisite increase in Panhandle’s facilities 
which have been authorized, and that because thereof the 
deficiency should be shared between them on an equitable 
basis. It does not appear reasonable that the maximum 
amount to which it is entitled under its gas purchase con¬ 
tract should be delivered to Consolidated while deliveries to 
Gas Storage are limited to only a portion of the gas to 
which it is similarly entitled. If Consolidated is entitled 
to take 125,000 Mcf a day, then Gas Storage is entitled 
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during the storage season to take 100,000 Mcf a day. The 
difficulty is that there is not 225,000 Mcf of gas a day 
available for distribution between them. 

We find that the practice of Panhandle in permitting 
Consolidated to take 125,000 Mcf a day, while delivering to 
Gas Storage something less than the quantity to which it 
is entitled under its gas purchase contract, has the effect 
of granting to Consolidated an undue preference and ad¬ 
vantage, and subjects Gas Storage to undue prejudice and 
disadvantage. 

After careful consideration of the record made in this 
proceeding, including the oral arguments presented and 
written statements filed, we find that during the present 
storage season Panhandle’s delivery capacity on its system 
east of Edgerton, after deliveries to its other customers 
in that area, should then be made available to Consolidated 
and Gas Storage in the proportion that the contract re¬ 
quirement of each bears to the aggregate of their require¬ 
ments, namely 100/225ths to Gas Storage and 125/225ths 
to Consolidated. 

The evidence shows that the Austin field pipe line went 
into operation, and that Consolidated began storage opera¬ 
tions, on May 12, 1948. However, for the first few days 
deliveries to the field were comparatively small. Gas 
Storage, on or about May 15, 1948, completed its Flint 
compressor station and for the first time was able to re¬ 
ceive 100,000 Mcf a day from Panhandle. It is believed 
that the ratio of distribution between the two companies 
which we have found appropriate for the summer storage 
season should be applicable to the aggregate of the volumes 
of gas delivered to the two companies beginning on May 
15, 1948. When related to the claimed requirements of 
the two companies the fairness of such a distribution will 
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immediately become apparent. The following tabulation 
discloses the results of the application of this formula for 
the period May 1, 1948 to April 30, 1949: 


Michigan Con- Michigm 
solidated Gas Gas 

Company ( De - Storage 
troit District) Company 
( Mcf) ( Mcf) 


Requirements from Panhandle 1 .. 45,625,000 2 
Estimated Panhandle deliveries 3 

May 15—October 31, 1948 . 18,741,700 

Remainder of period. 24,375,000 

Total. 43,116,700 

Difference between requirements 
and deliveries. 2,508,300 


25,273,000 

14,993,700 

8,511,831 

23,505,531 

1,767,469 


Detail of Requirements' 


Firm gas sales. 41,414,000 

Company use and unaccounted 

for . 1,717,000 

Sub-total . 43,131,000 

Interruptible sales . 1,341,000 

Total sales and use. 44,472,000 

Net increase in volume in 

storage . 1,025,000 

Total required from Panhandle 45,497,000 2 


21,047,088 

1,085,220 

22,132,308 

22,132,308 

3,140,692 

25,273,000 


1 Data on Consolidated’s requirements are from Exhibit 14; data 
on Gas Storage’s requirements are from Exhibit 7, as modified by 
statements at transcript pages 626, 627, and 7376. 

2 Discrepancy in Michigan Consolidated total requirement caused 
by total requirements in certain months being less than the 125,000 
Mcf per day which Schedule No. 2 of Exhibit 14 lists as being re¬ 
quired from Panhandle. 

Assumptions as to Volume Available to Consolidated 

3 May 1, 1948 to May 14, 1948—125,000 Mcf per day 

(Continued on following page) 
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It will be seen from the foregoing tabulation that, on the i 
basis of the assumptions made, Consolidated would receive 
2,508,300 Mcf less than the amount it desires. If interrupt¬ 
ible sales of 1,341,000 Mcf are not made, the deficit would j 
be accordingly reduced. According to Consolidated’s evi¬ 
dence, “net increase to storage” of 1,025,000 Mcf repre¬ 
sents gas injected into the storage field in excess of the j 
volume required to maintain the minimum storage pres¬ 
sure of 402 p.s.i. which was the pressure of the field on j 

i 

May 15, 1948 to October—125/225ths of the aggregate volume 

31, 1948 available to Consolidated and Gas 

Storage j 

November 1, 1948 to April—125,000 Mcf per day 

30, 1949 

Assumptions as to Volume Available to Gas Storage 

May 1, 1948 to May 14,—Actual receipts according to the i 

1948 . record. 

May 15, 1948 to October—100/225ths of the aggregate volume 

31, 1948 available to Consolidated and Gas 

Storage ! 

November 1, 1948 to April—Volumes specified in Exhibit C to ! 

30, 1949 Panhandle’s Rate Schedule FPC j 

No. 113 

For the period May 15, 1948, through June 30, 1948, the aggre- j 
gate volume estimated to be available to both companies was based 
partly on actual deliveries, as shown in the record, and partly on 
estimates. For the period July 1, 1948, to October 31, 1948, the i 
aggregate volume available to both companies was taken at 195,000 j 
Mcf per day, assuming deliveries through Edgerton at the rate of j 
270,000 Mcf per day. 

The data in the tabulation with respect to Consolidated apply to 
its operations in serving the Detroit District. The data with respect 
to Gas Storage’s requirements from Panhandle and its firm gas sales 
to Consumers Power have been reduced by 600,000 Mcf from those 
originally submitted in the exhibits because of arrangements subse¬ 
quently made, according to the record, whereby Consumers Power 
Company will purchase gas directly from Panhandle at the rate i 
of 4,000 Mcf per day for approximately five months during the sum¬ 
mer of 1948, such gas to be produced in the Howell Field, in \ 
Michigan. 
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May 1, 1948. Therefore, if Consolidated withdraws from 
the Austin Field during the winter of 1948-49 volumes 
sufficient to reduce the field pressure on April 30, 1949, to 
that which obtained at the beginning of the storage pro¬ 
gram and does not make interruptible sales of 1,341,000 
Mcf, its shortage would then become 142,300 Mcf. 

The “net increase in gas storage” of 3,140,692 Mcf is 
the amount desired to bring Gas Storage’s storage fields 
back to the desired pressures. The foregoing tabulation 
indicates that Gas Storage’s supply will, under this formula 
of distribution, be deficient by 1,767,000 Mcf. If such de¬ 
ficiency actually occurs, Gas Storage would have to choose 
between a reduction in deliveries to Consumers Power 
Company and a reduction in the amount of gas to be placed 
in storage. A decrease in deliveries to Consumers Power 
Company would presumably require a curtailment in in¬ 
dustrial deliveries by that company. 

During the past winter, however, Consumers Power Com¬ 
pany was able to purchase from Panhandle an average 
of approximately 8,000 Mcf per day which the latter pro¬ 
duced in the Howell Field in Michigan. The record in¬ 
dicates that negotiations for the continuance of such de¬ 
liveries during the 1948-1949 winter period were under way. 
If deliveries at the rate of 8,000 Mcf per day are made 
to Consumers Power Company by Panhandle from the 
Howell Field from October 1, 1948, to April 30, 1949, the 
demands of Consumers Power Company on Gas Storage 
would be reduced by 1,696,000 Mcf and the latter company’s 
deficit in supply would be reduced to 71,000 Mcf. 

It is thus apparent, however, that in order to place the 
two companies on an equitable basis during the present 
summer storage season, appropriate allowance must be 
made with respect to the volumes of gas taken from Pan¬ 
handle from May 15, 1948, to the date of this order. To 
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accomplish this result, assuring an equitable division of 
available supplies of gas during the period from May 15, 
1948, to October 31, 1948, we will direct that Panhandle 
deliver the volumes of gas available for the two companies 
in the proportion of 52% to Consolidated and 48% to 
Gas Storage until such date as the totals available since 
May 15, 1948, have reached the proportion of 55.6% to 
Consolidated and 44.4% to Gas Storage, respectively. 
Thereafter, and until October 31, 1948, the proportions 
shall be 55.6% to Consolidated and 44.4% to Gas Storage. 

Regulation of Deliveries at Detroit —The gas which Con¬ 
solidated is presently taking from Panhandle’s lines in 
excess of its current firm demands is being placed in storage 
at a relatively regular hourly rate. It is planned to use 
the storage holders to absorb the day to day variations 
in consumers’ demands. The consequence is that the sub¬ 
stantial variations in hour to hour consumer demands must 
be borne by Panhandle. The evidence is that the effect of 
such irregular takes has been to reduce Panhandle’s ability 
to deliver gas to Gas Storage by approximately 5 to 10 
thousand Mcf per day. We are convinced from the evi¬ 
dence before us, and so find, that the operation of con¬ 
trollers by Panhandle at the Detroit gate to even out the 
deliveries to Consolidated on an approximately uniform 
hourly basis would definitely improve Panhandle’s ability 
to deliver gas east of Edgerton. Furthermore, it should 
be noted that the deliveries by Panhandle to Ohio Fuel 
and to East Ohio Gas Company, the only other large cus¬ 
tomers of Panhandle east of the Edgerton station, have, 
since their inception, been made on a uniform hourly 

basis. 

% 

We find, therefore, that the provisions of Panhandle 
Rate Schedule FPC No. 12, to the extent that they permit 
the taking of gas by Consolidated at Detroit at Consoli- 
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dated’s sole discretion, and the practice nnder which such 
takes are effectuated are unjust, unreasonable, unduly 
discriminatory and preferential. 

We will, therefore, require the operation of controllers 
by Panhandle at the Detroit gate to even out the deliveries 
to Consolidated, on an approximately uniform hourly basis, 
subject to such variations, not to exceed 5 per cent above 
or below average, as may be mutually agreed upon between 
the pipe line company and the distributing company. 

The Petition of Union Gas Company of Canada, Limited 

On April 23, 1946, in Docket No. G-619, 5 FPC 476, 
we issued to Panhandle a certificate of public convenience 
and necessity authorizing the construction of certain facili¬ 
ties to connect Panhandle’s existing pipe line system with 
the lines of Union Gas Company of Canada, Limited 
(Union). Simultaneously, in Docket No. G-612, 5 FPC 
472, we issued an order authorizing the exportation by 
Panhandle of natural gas from the United States to Canada 
pursuant to Section 3 of the Natural Gas Act, Panhandle 
having proposed to sell and deliver such gas at the in¬ 
ternational border to Union. It was contemplated that 
deliveries up to 5,500,000 Mcf a year during the summer 
period might be made through these facilities. 

Subsequently, Panhandle and Union constructed the fa¬ 
cilities for making the proposed deliveries, but because 
of Panhandle’s inability to meet the requirements of its 
customers in the United States, only small amounts of 
gas have been delivered to Union. These deliveries aggre¬ 
gated 37,841 Mcf for the summer period of 1947. 

On January 30, 1948, Union filed with us a petition for 
leave to intervene in Docket No. G-612 and for an order 
modifying our order of April 23, 1946, therein to provide 
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a supply of natural gas by Panhandle to enable Union 
to maintain natural gas service in the area which it serves 
in Canada. The question thus raised, namely, the reason¬ 
ableness of the request for a modification of the Commis¬ 
sion’s outstanding order in Docket No. G-612, was speci¬ 
fied in our order of March 23, 1948, as one of the issues 
for consideration in the hearing ordered held in Docket 
No. G-1023. 

To our order of April 23, 1946, in Docket No. G-612, j 
we attached the condition that: 

“ # * * delivery of natural gas to Union shall be cur¬ 
tailed or interrupted whenever, and to the extent, 
required for the protection of the deliveries of natu¬ 
ral gas, either for immediate consumption or for stor¬ 
age to any and all of Applicant’s [Panhandle’s] cus¬ 
tomers in the United States.” 

The inauguration and continuation of any deliveries 
thereunder were clearly predicated upon the principle that 
no such deliveries would be made if to do so would impair 
service to any of Panhandle’s existing customers. Of 
these conditions and circumstances Union is fully aware. 
However, predicated upon its need for gas, and investment 
made in facilities, Union now asks that we eliminate the 
restrictions presently imposed upon Panhandle’s export of 
gas to it. 

We have given sympathetic consideration to the evidence 
and argument presented by Union, to the statement of the 
Canadian Minister, and to the argument presented by 
Counselor to the Canadian Embassy. We were particu¬ 
larly impressed by the evidence presented on behalf of 
Central Pipe Line Company, which in turn, is seeking a 
supply of gas from Union. In the light of the acute short¬ 
ages now existing in the United States and the demands 
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upon the Panhandle System, we believe it impossible to 
give Union the relief requested at this time. We shall 
be able to give further consideration to Union’s situation 
in connection with the additional capacity of the Panhandle 
System which is now in prospect. For the present, how¬ 
ever, its petition must be denied without prejudice. 

Remaining Issues in Docket No. G-1023 

Such issues as are raised by our order of March 23, 
1948 (as more particularly specified in our order of May 
11, 1948) in Docket No. G-1023 but not decided in this 
opinion will be subsequently disposed of by appropriate 
action of the Commission. 

Michigan Public Service Commission 
Docket No. G-1029 

On April 1, 1948, Michigan Public Service Commission 
filed a petition at Docket No. G-1029, alleging that the total 
estimated minimum requirement of firm gas for use within 
the State of Michigan from the Panhandle line is 49,275,000 
Mcf during the April-October period of 1948; but that 
Panhandle intended to make available to the Michigan 
distributing companies to which it supplies the gas only 
36,620,700 Mcf, or 12,654,000 Mcf less than such minimum 
requirements. It was alleged further that unless 49,275,000 
Mcf of gas was delivered to these companies within that 
period, there would be necessitated during the winter of 
1948-1949 extreme and otherwise unnecessary curtailments 
of firm industrial customers in order to protect domestic 
service of natural gas. We were asked in that petition 
to order Panhandle to give priority to deliveries to Gas 
Storage and Consolidated under their respective supply 
contracts before making deliveries to direct or indirect 
interruptible or offpeak consumers. 
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At the hearing npon the issues raised in the petition, 
the petitioner presented voluminous oral testimony and 
documentary evidence intended to establish the necessity 
for a large and continuous supply of natural gas in Detroit 
and that portion of Michigan lying north and west thereof. 
There was also presented considerable evidence respecting 
the losses sustained by labor and industry occasioned by 
the curtailment of gas service last winter necessitated by 
the shortage of fuels in Detroit and areas adjacent thereto. 
The evidence emphasized the dependence of other industrial 
sections of the United States upon uninterrupted industrial 
activity in the Detroit area. 

However, the evidence adduced in the consolidated pro¬ 
ceeding by distributors and consumers located in other 
communities along the Panhandle System was equally per¬ 
suasive as to detrimental effect upon such communities of 
interruptions in the supply of fuel. Consequently, it would 
be extremely difficult, if not impossible, for us to find 
upon this record that, because of the magnitude of indus¬ 
trial activity in Michigan, service to industries elsewhere 
should be curtailed so that service to industrial Michigan 
might be permitted to continue without interruption. 

Furthermore, it is doubtful that we could conclude that 
interruptible industrial sales made directly or indirectly 
along the Panhandle System west of its Edgerton com¬ 
pressor station in the summer months by utilities not hav¬ 
ing the benefit of storage should be curtailed, during the 
period when such service is normally rendered without 
interruption, so that gas might be stored in the summer for 
sale for industrial purposes during the winter at times 
when such interruptible sales are normally curtailed to a 
substantial extent. 

However, we have concluded that the contract between 
Panhandle and Gas Storage (Panhandle’s Rate Schedule 
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FPC No. 113) and the contract between Panhandle and 
Consolidated (Panhandle’s Kate Schedule FPC No. 12, as 
supplemented) are firm contracts and we must assume 
that in the operations of its system, Panhandle will give 
to the deliveries thereunder the degree of priority appro¬ 
priate thereto having due regard for the determination we 
have heretofore made with respect to the distribution of 
available supplies of gas. 

As we have heretofore noted, a dominant, if not con¬ 
trolling, factor with respect to the supply of gas avail¬ 
able from Panhandle’s system east of the Edgerton sta¬ 
tion is the physical capacity of that compressor station. 
But, since the station capacity is based upon estimates 
similar to those which have frequently in the past proved 
substantially below performance, we are unwilling to make 
a finding with respect to the availability east of Edgerton 
station of specific volumes of gas. Rather we believe that 
Panhandle will exert every reasonable effort to deliver 
through that station the largest volumes of gas possible; 
and we shall expect that, if necessary to do so, and to the 
extent required, 1 Panhandle will make appropriate cur¬ 
tailment of interruptible deliveries pursuant to the pro¬ 
visions of effective tariffs and contracts. i 

Therefore, although we deny the request for an or¬ 
der, we do, nevertheless, substantially grant the relief re¬ 
quested. 

City of Grand Rapids, et al. v. Michigan Consolidated Gas 
Company—Docket No. G-1013 

A complaint having been filed pursuant to the provisions 
of the Natural Gas Act by the cities of Grand Rapids, Mus¬ 
kegon, Muskegon Heights, North Muskegon and Roosevelt 

1 It may be noted that continued deliveries of natural gas by 
Texas Eastern for the benefit of Panhandle’s customers will dimin¬ 
ish the extent of such curtailment. 
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Park, Michigan, against Consolidated and Panhandle, on 
March 23, 1948, we issued an order setting the matter 
down for hearing and directed that such hearing be con¬ 
solidated with Docket No. G-1023, for purposes of hearing. | 

The complaint alleges discrimination between the ser- j 
vices rendered and rates charged by Consolidated in Con- I 
solidated’s Western District, to which we have earlier ! 
referred, in which the complainants are situated, and the j 
services rendered and rates charged in Detroit and its I 
environs and prays that by appropriate order we direct 
the removal of such discrimination. 

The record discloses that, since the inauguration of natu- j 
ral gas service in the Western District, such service has i 
been supplied with gas produced locally. Within that dis¬ 
trict there are located three natural gas storage fields j 
which are owned and operated by Consolidated, namely, 
the Austin, Goodwell and Reed City Fields. Prior to the j 
commencement of operations of the Austin Field pipe line, I 
on May 12, 1948, there was no direct connection between j 
the Western and the Detroit Districts, and all of the gas 
in those storage fields had been locally produced. 

i 

Since the inception of deliveries of natural gas to the 
Detroit city gate, all of the natural gas requirements of 
the Detroit distributing company have been supplied by 
Panhandle. Prior to May 12, 1948, no Panhandle gas had 
ever been transported to, or distributed in, the Western j 
District by Consolidated, nor had any of the gas produced \ 
in the Western District ever been transported to or dis- , 
tributed in the Detroit District. As we have already j 
noted, the contract of August 31, 1935, between Panhandle 
and Consolidated’s predecessor provided for the sale and ; 
delivery by Panhandle of all of the natural gas require¬ 
ments of the buyer for distribution and sale to any and i 
all of its present and future customers. However, other ; 
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corporations were then serving the Western Michigan area 
and it seems clear that the contract contemplated that 
Panhandle wonld supply thereunder the demands upon the 
buyer’s distribution system in and adjacent to the city 
of Detroit, Michigan, only. 

Panhandle contends that gas purchased from it by Con¬ 
solidated, under its Rate Schedule FPC No. 12, as supple¬ 
mented, may not be sold and delivered by the latter outside 
the Detroit District. Consolidated does not contend other¬ 
wise. 

Though less directly than is the case here, this situation 
was brought to our attention In the Matter of Austin Field 
Pipe Line Company, Docket No. G-834, et al., and was dis¬ 
cussed in our order of November 13, 1947, issued in con¬ 
nection therewith. We expressed the view that Consoli¬ 
dated should be able to deliver the gas obtained from Pan¬ 
handle in the manner in which the public interest would 
best be served, and without restriction as to the particular 
district or market in which the ultimate sale might be 
made. We stated that the two companies should be af¬ 
forded an opportunity to make the necessary arrangements 
for such use of this gas before we took any further action. 
It does not appear that our suggestion has been complied 
with. Appropriate action by us is, therefore, required 
in the public interest. 

In connection with this question it should be pointed out 
that the completion of the Austin Field line establishes for 
the first time a direct connection between the two districts 
and by means thereof large volumes of gas may readily 
be moved from one district to the other. What has here¬ 
tofore been considered two districts has thereby become 
an integrated transmission and distribution system with 
several sources of natural and manufactured gas supply. 
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We have already found that Consolidated is entitled j 
under Panhandle’s Rate Schedule FPC No. 12 to take gas 
for purposes of storage and subsequent distribution in 
the Detroit area. Upon consideration of the record here 
before us, including oral argument and written statements 
filed, we further find that to the extent that Rate Schedule 
FPC No. 12 does not clearly permit Consolidated to em¬ 
ploy the gas which it receives thereunder for use through¬ 
out its integrated system, such rate schedule is unjust and 
unreasonable. Accordingly, we shall direct Panhandle to ; 
file schedules which are just and reasonable in this respect. 

It is our desire and intent by this decision to remove any j 
obstacle which may have been thought to exist or which 
may have existed in the way of action by Consolidated and j 
by the Michigan Public Service. Commission appropriate j 
to the demands of the situation. j 

This finding must not, however, be construed as authori- j 
zation to Consolidated to take or receive from Panhandle 
volumes of gas in excess of those to which it otherwise 
would be entitled under Rate Schedule FPC No. 12, as 
supplemented, or under the decision which we have made 
with respect to the division between Consolidated and j 
Gas Storage of volumes available. 

On June 1, 1948, Complainant filed a petition requesting 
the severance of Docket No. G-1013 from Docket No. 
G-1023. The manner in which we here dispose of the is¬ 
sues in Docket No. G-1013 has the effect of granting such 
request. 

New York Public Service Commission 
Docket No. G-1031 

Upon consideration of the petition of the New York 
Public Service Commission, filed on April 5, 1948, request¬ 
ing, in substance, that we issue an order continuing in 
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effect emergency deliveries of natural gas by Texas East¬ 
ern to United Natural Gas Company (United) until No¬ 
vember 1, 1948, and it appearing that the issues therein 
presented were substantially the same as those presented 
in Docket No. G-1023, we issued an order setting the mat¬ 
ter down for hearing and consolidated the proceeding with 
Docket No. G-1023, for purposes of hearing. 

By orders dated February 11, 1948, February 20, 1948 
and March 8, 1948, in Docket Nos. G-200, G-207 and G-880, 
we had directed the delivery by Texas Eastern of 10,500 
Mcf of natural gas a day to United during the period com¬ 
mencing February 12, 1948, and ending at 8:00 a.m., on 
April 7, 1948. The petition filed herein alleges that the 
supply of gas expected to be otherwise available to United 
would not be sufficient to fill the storage facilities of it 
and its affiliates, and that unless such storage facilities are 
filled during the storage season these companies would 
have difficulty meeting even their domestic loads during 
periods of peak demand next winter. 

United’s estimates of supplies of gas assume that the 
delivery of natural gas by Texas Eastern, under the con¬ 
tract referred to in our Opinion No. 157, will reach 30,000 
Mcf per day beginning on May 1, 1948. 1 Based upon that 
assumption and estimates of supplies from other sources, 
the record indicates a peak day deficiency on United’s 
system in the winter of 1948-1949 of 29,500 Mcf, calculated 
upon a temperature of -4° F. United’s evidence also 
shows a system industrial load of 18,000 Mcf per day. 
Thus, with complete curtailment of the industrial load, 
there is indicated a deficiency on the peak day in excess 
of 11,000 Mcf. 


1 The record indicates that receipts were at the rate of approxi¬ 
mately 25,000 Mcf per day at the end of April, 1948, and may not 
reach 30,000 Mcf per day until sometime in the summer of 1948. 
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While the record indicates that United’s gas supply is 
far from satisfactory, it would be considerably more ag-; 
gravated, except for our previous action in Opinion No. j 
157 and accompanying order entered October 10, 1947, in 
Docket No. G-880 and our emergency orders referred to j 
above. As a result of such orders, United has received j 
substantial volumes of natural gas from Texas Eastern j 
since October, 1947, whereas under the language of its I 
original contract with Texas Eastern, United would not j 
have received any gas until Texas Eastern’s capacity ex- ! 
ceeded 310,000 Mcf per day in the summer of 1948. j 

There is now pending before us, and a public hearing j 
is being currently held thereon, an application by Texas j 
Eastern for a certificate of public convenience and neces- i 
sity authorizing an increase in the capacity of its pipeline j 
system to the extent of an additional 75,000 Mcf a day. ; 
In that proceeding there is being developed the whole sub- ; 
ject of the relative needs of those distribution companies 
now receiving gas therefrom and those desiring to do so 
as they are related to such proposed additional capacity. 
United is a party to that proceeding. It is our belief that j 
United’s situation can be more appropriately dealt with 
in that proceeding than here. The petition should, there- i 
fore, be denied. 

j 

Position of Philadelphia Gas Works Company 

! 

With respect to the findings requested and the petition 
filed June 1, 1948, by Philadelphia Gas Works Company in j 
Docket No. G-880, it is the view of the Commission that i 
the order adopted October 10, 1947, in said docket did 
not provide that the two Philadelphia companies should j 
have a prior right or preference over the other contract ; 
customers of Texas Eastern in the event that the deliveries \ 
provided for by Paragraph (J) of said order were to con¬ 
tinue to April 30,1949, as ordered herein. 



74 


Exhibit B. 

Paragraph (E) of oar order adopted October 10, 1947, 
in Docket No. G-880 requires the apportionment of any de¬ 
ficiencies in deliveries resulting from the application of 
Paragraphs (F) through (K) of said order among all of 
the other customers of Texas Eastern on a proportionate 
basis. In view of this, the issuance of any declaratory 
order regarding the matter is unnecessary and the petition 
of Philadelphia Gas Works Company should be dismissed. 

Appropriate orders will be entered. 


Nelson Lee Smith, Chairman 


Claude L. Draper, Commissioner 


Harrington Wimberly, Commissioner 

Dated at Washington, D. C., 
this 17th day of July, 1948. 


Leon M. Fuquay, Secretary. 

I concur in the opinion and orders except as to the find¬ 
ing that Michigan Consolidated Gas Company is entitled 
to purchase gas for underground storage under Panhandle 
Eastern Rate Schedule F.P.C. No. 12, as supplemented, 
unless and until an appropriate supplement, protecting 
the interests of Panhandle’s other customers, has been ac¬ 
cepted for filing; and further except as to the correlative 
finding that interruptible customers of Panhandle Eastern 
should be curtailed during the current storage season to 
the extent necessary to meet the requirements of such 
storage. A separate opinion will be filed on these points 
later. 


Leland Olds, Commissioner 
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UNITED STATES OF AMERICA 
FEDERAL POWER COMMISSION 

Before Harrington Wimberly, Acting Chairman ;i 
Commissioners: Thomas C. Buchanan and Leland Olds. 

j 

August 6, 1948 | 

I 

In the Matters of \ j 

Docket No. G-1023 
Docket No. G-1029 
Docket No. G-1031 

i 

i 
| 

Docket No. G-1013: 

Michigan Consolidated Gas Com- / 
pany, et al. / 

ORDER REJECTING PROPOSED SUPPLEMENTAL 
RATE SCHEDULE AND PRESCRIBING A 
SUPPLEMENTAL RATE SCHEDULE 

On August 5, 1948, Panhandle Eastern Pipe Line Com¬ 
pany submitted for filing with the Commission a proposed j 
supplement to its Rate Schedule FPC No. 12, as supple- j 
mented, as compliance with Paragraph (F) of the Com- j 
mission’s order issued July 17, 1948, in these proceedings, j 

Upon consideration of such proposed supplement and 
our Opinion No. 166 and order issued therewith, above 
referred to, we find that the proposed supplement includes 
provisions additional to those required by Paragraph (F) 


Panhandle Eastern Pipe Line Com¬ 
pany, et al. 

Michigan Public Service Commission 
New York Public Service Commis¬ 
sion 

City of Grand Rapids, et al. 

v . 


i 
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and therefore that the proposed supplement, considered 
in its entirety, does not constitute a compliance with Para¬ 
graph (F) and goes beyond our direction that the supple¬ 
ment required to be filed by Panhandle shall provide that: 

“• * * Panhandle shall sell and deliver natural gas 
to Michigan Consolidated Gas Company at the Detroit 
delivery point without restriction as to the locality 
within which such natural gas may be distributed and 
re-sold by Michigan Consolidated throughout its sys¬ 
tem”; 

Therefore, we reject the proposed supplement, as sub¬ 
mitted for filing, and, in lieu of the requirement in said 
Paragraph (F) for filing a supplement, order that: 

(1) All natural gas supplied by Panhandle Eastern Pipe 
Line Company to Michigan Consolidated Gas Com¬ 
pany at the Detroit delivery point may be used by 
Michigan Consolidated Gas Company without any 
restriction as to the locality within which such 
natural gas may be distributed and resold by 
Michigan Consolidated Gas Company throughout its 
system. 

(2) This order shall be made a part of Panhandle’s Rate 
Schedule FPC No. 12 as Supplement No. 12 thereto, 
effective as of the date of this order. 

Bv the Commission. 

•> 


Leon M. Fuquay, 
Secretary. 


Date of Issuance: August 6, 1948 
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UNITED STATES OF AMERICA 
FEDERAL POWER COMMISSION 

Before Nelson Lee Smith, Chairman; Claude L. 
Commissioners: Draper, Leland Olds and Harrington 

Wimberly. 

March 23, 1948 

In the Matter of \ 

Panhandle Eastern Pipe Line Com¬ 
pany 

The Albion Gas Light Company 
The American Gas Company 
Battle Creek Gas Company 
Bowling Green Gas Company 
Central Illinois Electric & Gas Com¬ 
pany 

Central Illinois Light Company 
Central Illinois Public Service Com¬ 
pany 

Central Indiana Gas Company l 
Central States Natural Gas Com- ) Docket No. G-1023 
pany, Inc. 

The Central West Utility Company 
Citizens Gas Company 
Citizens Gas Company of Hannibal 
Citizens Gas Fuel Company 
The East Ohio Gas Company 
Eastern Indiana Gas Company 
City of Fulton, Missouri 
The Gas Service Company 
Greenfield Gas Company, Inc. 

Illinois Power Company 
Indiana Gas Distribution Corpora¬ 
tion 
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Indiana Gas & Water Company, Inc. 
Indiana-Ohio Pnblic Service Com¬ 
pany 

Interstate Gas Company 
Kentucky Natural Gas Corporation 
Kokomo Gas and Fuel Company 
Town of Lapel, Indiana 
Louisburg Gas Company 
Lynn Natural Gas Company 
The Miami Pipe Line Company 
Michigan Consolidated Gas Company 
Michigan Gas Storage Company 
Missouri Edison Company 
Missouri Power and Light Company 
Missouri Utilities Company 
Missouri Western Gas Company 
Town of Montezuma, Indiana 
Morton Municipal Gas Company 
National Utilities Company of Michi¬ 
gan 

Northern Indiana Public Service 
Company 

The Ohio Fuel Gas Company 
Ohio Gas Company 
Pendleton Natural Gas Company 
Town of Pittsboro, Indiana 
City of Pittsfield, Illinois 
Prairie Pipe Line Company 
Town of Roachdale, Indiana 
City of Roodhouse, Illinois 
Richmond Gas Corporation 
Toledo Edison Company, The 
Western Ohio Public Service Com¬ 
pany 

City of White Hall, Illinois 
Union Gas Company of Canada, Ltd. 
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ORDER FOR INQUIRY AND INVESTIGATION 
UNDER SECTIONS 5,14, AND 16 OF THE NATURAL I 
GAS ACT AND FIXING DATE FOR HEARING ! 

Upon consideration of various matters brought to the 
attention of the Commission indicating a possible j 
shortage of pipe line capacity in the Panhandle Eastern 
Pipe Line Company’s system to supply the requirements 
of its direct customers and the requirements of dis¬ 
tributing utilities dependent, in whole or in part, upon j 
it for their supply of natural gas, including indicated 
requirements for underground storage in Michigan, I 
Illinois, Kentucky, Ohio and possibly in Canada, as well 
as question concerning the lawfulness of certain deliv- j 
eries made by Panhandle under filed rate schedules, • 
particularly deliveries by Panhandle to Michigan Con- i 
solidated Gas Company at Detroit, and related questions j 
having a bearing upon the lawful demands which may ■ 
presently or in the immediate future be made upon Pan¬ 
handle for a supply of gas under rate schedules on file 
with the Federal Power Commission; 

It appears to the Commission that: 

(a) The delivery capacity of Panhandle Eastern Pipe j 
Line Company’s system during the summer of 1948 I 
may be on the order of 405 million cubic feet per 
day; that such capacity may be increased from time I 
to time by the completion of additional facilities 
already authorized; and that the date of the com¬ 
pletion of such additional facilities and the added 
capacity to be thereby provided are not now known; 

(b) The Commission by its Opinion No. 157 and order i 
of October 10,1947, in Docket No. G-880, conditioned 
its certificate of public convenience and necessity by 
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providing that 20 million cubic feet of natural gas 
per day, for the period ending April 30, 1948, was 
to be delivered by Texas Eastern Transmission Cor¬ 
poration in the manner therein specified to relieve 
the gas shortage in the area served by Panhandle; 
that it was further provided in such Opinion and 
order that such allocation of 20 million cubic feet of 
natural gas per day might be extended beyond 
April 30, 1948, on a finding by the Commission of 
necessity therefor to relieve a continuing gas short-i 
age situation in the Panhandle area; and that ques¬ 
tion now arises as to whether the facts and cir¬ 
cumstances respecting the gas supply situation in 
the Panhandle area justifies and requires continued 
delivery, beyond April 30, 1948, of such 20 million 
cubic feet of natural gas per day to the Panhandle 
area; 

(c) The Commission is not advised as to the total natural 
gas requirements of customers served directly by 
Panhandle and gas distributing utilities dependent 
upon Panhandle, in whole or in part, for their supply 
of natural gas; and that question arises as to such 
total requirements in order to ascertain and deter¬ 
mine what volumes of natural gas are or will be 
available from the Panhandle system to meet the 
day-to-day requirements of such customers and pro¬ 
vide natural gas for underground storage; 

(d) Michigan Gas Storage Company asserts that it will 
require daily deliveries by Panhandle approximating 
100 million cubic feet of natural gas per day during 
the summer of 1948 (May through September) to 
meet its requirements for (1) consumers’ current 
daily demands, and (2) storage in its underground 
storage fields in Michigan to enable it to meet its 
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winter requirements by taking gas from the storage 
fields and limiting its winter peak day take of gas 
from Panhandle; 

(e) Michigan Consolidated Gas Company purchases gas 
from Panhandle under Panhandle’s Kate Schedule 
FPC No. 12; as supplemented, and question has 
arisen concerning the lawfulness of certain deliv¬ 
eries by Panhandle and the corresponding take by 
Michigan Consolidated which appear to be in viola¬ 
tion of Supplement No. 5 to Panhandle’s Rate Sched¬ 
ule FPC No. 12; that there is further question con¬ 
cerning the lawfulness of deliveries of natural gas 
by Panhandle and the corresponding take by Michi¬ 
gan Consolidated for storage in the Austin Field 
under filed rate schedules; and that there is appar¬ 
ently no present prospect of agreement between Pan¬ 
handle and Michigan Consolidated respecting the 
volumes of gas which may be available for storage 
in the Austin Field under Panhandle’s filed rate 
schedules, or otherwise; 

(f) Panhandle Eastern Pipe Line Company on February 
9, 1948, filed with the Commission its Supplement 
No. 7 to Panhandle’s Rate Schedule FPC No. 61, 
providing under circumstances therein specified, for 
increased delivery of natural gas to The East Ohio 
Gas Company in the amount of 25 million cubic feet 
per day thereby increasing Panhandle’s deliveries 
from 50 million cubic feet per day to 75 million cubic 
feet per day; and that the Commission by its order 
in Docket No. G-1010 under date of March 9, 1948, 
suspended such rate schedule upon the ground, 
among others, that there was question respecting 
the lawfulness of the increase in service therein con¬ 
templated; 
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(g) By Supplement No. 2 to Panhandle’s Rate Schedule 
FPC No. 108, as filed on October 10,1946, and effec¬ 
tive as of June 30, 1947, Panhandle’s obligation to 
deliver natural gas to The Ohio Fuel Company dur¬ 
ing the period December 1, 1947, to and including 
April 15, 1948, was reduced to 25 million cubic feet 
per day; that on March 17, 1948, Panhandle gave 
notice to the Federal Power Commission that it pro¬ 
poses to cancel and terminate the provisions of Pan¬ 
handle’s Rate Schedule FPC No. 108 relating to de¬ 
liveries in excess of 25 million cubic feet of natural 
gas per day; and that question is thereby raised as 
to the volume of natural gas Panhandle is to deliver 
to Ohio Fuel on and after April 16, 1948; 

(h) Certain western Michigan cities, including Grand 
Rapids, Muskegon, Muskegon Heights, North Mus¬ 
kegon and Roosevelt Park have filed a complaint 
with the Commission, in Docket No. G-1013, wherein 
it is requested that the Commission, after appro¬ 
priate proceedings, provide by order that a sufficient 
volume of gas be delivered by Panhandle to Michi¬ 
gan Consolidated for storage in the Austin Storage 
Field so that such western Michigan cities may have 
an adequate supply of natural gas to meet their 
winter requirements; that question is thereby raised 
as to the availability of gas for such purposes from 
the Panhandle system and whether the Commission 
may reasonably and lawfully require Panhandle to 
supply the required service prayed for by com¬ 
plainants and that the same question is raised by 
the Commission’s order of November 13, 1947, in 
Docket Nos. G-834, G-839 and G-918; 

(i) Union Gas Company of Canada, Ltd., on January 30, 
1948, filed a petition with the Commission for leave 
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to intervene in Docket No. G-612 and for an order 
by the Commission modifying its order of April 23, 
1946, to provide a supply by Panhandle of natural 
gas to enable it to maintain natural gas service in 
the area it serves in Canada; and that question is 
thereby raised as to the reasonableness of such re¬ 
quest for modification of the Commission’s outstand¬ 
ing order in Docket No. G-612; 

(j) On January 23, 1948, Panhandle filed, pursuant to 
the provisions of the Commission’s order No. 107, 
six contracts each dated December 24, 1947, wherein 
Panhandle undertakes to supply specific quantities 
of natural gas for industrial use on a firm basis 
during 180 days subsequent to April 1st of each year, 
such contracts being with Harbison-Walker Refrac¬ 
tories Company at Fulton and Vandalia, Missouri, 
Mexico Refractories Company, Mexico, Missouri, 
North American Refractories Company, Farber, 
Missouri, Walsh Refractories Company, Farber, 
Missouri and Wellsville Fire Brick Company, Wells- 
ville, Missouri; and that question arises as to 
whether such firm service during 180 days in each 
calendar year supplanting in part service hereto¬ 
fore rendered on an interruptible basis, as well as 
other changes in the terms and conditions of service 
are unreasonable and improper or otherwise unlaw¬ 
ful, in view of Panhandle’s existing pipe line ca¬ 
pacity and the lawful demands upon such system 
under filed rate schedules, particularly with respect 
to the denial of firm service to other interruptible 
service customers depending upon the Panhandle 
system who are supplied indirectly with gas pur¬ 
chased from Panhandle on an interruptible basis by 
distributing utilities. 
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Wherefore, the Commission finds that: 

It is necessary and desirable in the public interest to 
enable the Commission to resolve the issues presented 
and to provide by order the just, reasonable and nondis- 
criminatory rules, regulations, practices, classifications 
and services to be thereafter observed and in force, that: 

(i) A public hearing be held respecting the matters 
involved and the issues presented by the recitals 
set forth in paragraphs (a), (c), (d), (e), (g), 
(h), (i) and (j) above; 

(ii) The issues presented and the matters involved in 
Docket Nos. G-880, G-1010 and G-1013, specified 
in the Commission’s orders issued simultaneously 
herewith in such dockets (referred to in para¬ 
graph (b), (f) and (h) above) be consolidated 
with this proceeding for the purposes of hearing 
and be heard upon a consolidated record; 

(iii) Each party hereto, receiving all or a part of its 
supply of natural gas from Panhandle Eastern 
Pipe Line Company, submit to the Commission 
within 10 days from the date of this order full 
detailed information and data called for by sched¬ 
ules hereto attached and made a part hereof, re¬ 
specting consumer requirements, source or sources 
from which requirements will be obtained, and 
extent and status of underground gas storage 
areas; 

(iv) Panhandle furnish detailed information respecting 
its average daily sales capacity, in total and east 
of Edgerton compressor station, by months for 
the period January, 1948 through April, 1949; the 
status of construction authorized by the Commis- 
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sion and not yet completed; the approximate com¬ 
pletion dates of various parts of such authorized 
construction; actual or estimated deliveries and 
requirements of direct consumers by months for | 
the period January, 1947 through December, 1948, 
in total for residential and commercial consiimers I 
and separately for each individual industrial con-1 
sumer, segregated between firm and interruptible 
service; its plan, including service rules and regu- j 
lations, for the supply of such requirements; and 
. such other information and data as may be re- j 
quested by the Commission; 

(v) Panhandle Eastern Pipe Line Company furnish j 
full and detailed information respecting any de- j 
livery of natural gas by it or take by any of its 
customers which are or appear to be in violation 
of its supplements to filed rate schedules per- ! 
mitted to become effective by the Commission’s 
order of November 2, 1945, in Docket Nos. G-200 
and G-207. 

i 

The Commission orders that: 

(A) A public hearing be held commencing at 10 o’clock 
(EST) on April 7, 1948, in the Main Hearing Room 
of the Federal Power Commission, 1800 Pennsyl¬ 
vania Avenue, N. W., Washington, D. C., pursuant 
to the provisions of Sections 5, 14 and 16 of the 
Natural Gas Act, and respecting the matters pre¬ 
sented and the issues raised by the recitals set forth 
in paragraphs (a) to (j) inclusive, to enable the 
Commission to issue such orders as may be required 
respecting the issues raised herein; 

(B) The public hearings provided by the Commission’s 
orders in Docket Nos. G-880, G-1010 and G-1013 


i 


i 
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issued under even date and simultaneously here¬ 
with, be consolidated with this Docket for hearing 
and be heard upon a consolidated record commenc¬ 
ing at the time and place specified in Paragraph (A) 
above; 

(C) Each party to this proceeding serve upon each and 
every other party to the proceeding, within 10 days 
from the date of this order, a full and complete copy 
of the detailed information called for in Findings 
(iii), (iv) and (v) above and file with the Commis¬ 
sion 15 copies of such data and information; 

(D) The detailed information specified in Paragraph 
(C) of this order shall be verified by a responsible 
officer of the reporting party having knowledge of 
the facts and be prepared to substantiate the ac¬ 
curacy of such data and information therein con¬ 
tained at the public hearing provided for herein; 

(E) Panhandle shall promptly serve a copy of this order 
by mail upon each of its direct industrial consumers 
and file with the Commission not later than the date 
of the hearing herein set a certificate showing such 
service; and each such direct industrial consumer 
is hereby permitted to become a party to the pro¬ 
ceeding by entering its appearance at the hearing 
provided herein; 

(F) Hearing upon any matters or issues, particularly 
matters and issues in Docket No. G-880, may be con¬ 
cluded and submitted for decision by the Commis¬ 
sion prior to the conclusion of hearing upon other 
issues involved in this proceeding upon 5 days prior 
notice given by the Presiding Examiner in open 
hearing; 
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(G) The order of procedure shall be that announced by 
the Presiding Examiner at the opening of the hear¬ 
ing, or from time to time thereafter; 

(H) Interested State commissions may participate as 
provided by Rules 8 and 37(f) [18 CFR 1.8 and 
1.37(f)] of the said Rules of Practice and Procedure. 

By the Commission. 


Leon M. Fuquay, 
Secretary. 


Date of Issuance: March 23, 1948 
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GENERAL NOTES RELATING TO INFORMATION 

TO BE FILED AND SERVED PURSUANT TO 
PARAGRAPHS (iii) AND (C) OF THE COM¬ 
MISSION ORDER OF MARCH 23, 1948 
IN DOCKET NO. G-1023 

(1) The form of the following schedules is to be fol¬ 
lowed in submitting the pertinent information required 
by the Commission’s order. All applicable schedules are 
to be completed. Inapplicable schedules or items are to 
be marked “None” or “—0—”. 

(2) All volumes are to be in thousands of cubic feet 
(Mcf) at a pressure base of 14.73 pounds per square inch 
absolute (30 inches of mercury). 

(3) In estimating future requirements, assume that 
present restrictions regarding additional gas sales remain 
in force. 

(4) Companies operating underground storage projects 
shall submit, in addition to the data required by Schedules 
No. 1 and 2, estimates by months for the period January 
to April 1949, inclusive. 
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RESPONSE TO FEDERAL POWER COMMISSION 
ORDER OF MARCH 23, 1948, IN DOCKET 

NO. G-1023 


(Name of Company) (Date of Report) 

Schedule No. 1 

Requirements Actual 

or Estimated by 
Months Jan. 1947 
to Dec. 1948, Incl. 

(Use single sheet 

1. Ultimate Consumers for each year) 

2. Firm Gas 

3. Non-Heating: 

4. Residential 

5. Commercial 

6. Small Industrial 1 

7. Large Industrial—Boiler Fuel 2 

8. “ “ —Other 

9. Total—Non-Heating 

10. Space Heating: 

11. Residential 

12. Commercial 

13. Small Industrial 1 

14. Large Industrial 

15. Total—Space Heating 

16. 

17. Total Firm Gas 

18. Seasonal or Off-Peak: 

19. Large Industrial—Boiler Fuel 2 

20. “ “ —Other 

21. Total Seasonal 

22. Interruptible 

23. Large Industrial—Boiler Fuel 2 

24. “ “ —Other 

25. Total Interruptible 

26. Total to Ultimate Consumers 

1 Small industrial is to include industrial consumers using 50 or 
less Mcf per day. 

2 Boiler fuel designates gas for steam generating and hot water 
heating. 
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27. 

28. For Resale: 

29. Firm 

30. Interruptible 

31. Total 

32. Company Use and Unaccounted For —Total 

33. Storage Input (Net)—Total 

34. 

35. Total Requirements 

36. 

37. Number of Days in Billing Month 


RESPONSE TO FEDERAL POWER COMMISSION 
ORDER OF MARCH 23, 1948, IN DOCKET 

NO. G-1023 


(Name of Company) (Date of Report) 

Schedule No. 2 

Supply Actual 

or Estimated by 
Months Jan. 1947 
to Dec. 1948, Incl. 

(Use single sheet 

1 . Natural Gas Purchases: for each year) 

2. Pipe Line Companies: 

3. 1. Panhandle Eastern Pipe Line Co. 

4. 2. 

5. 3. 

6. 4. 

7. Other Sources 

8. Total Purchases 

9. 

10. Natural Gas Production: Total 

11 . 

12. Total Natural Gas 

13. Manufactured Gas (Natural Gas Equivalent) 

14. Purchases 

15. Production: 

16. Water Gas, etc. 

17. Liquefied Petroleum Gas 

18. Total Manufactured Gas 

19. 

20. Receipts from Storage (Net): Total 

21 . 

22. Total Supply 




(Date of Report) 


(Name of Company) 

Schedule No. 3 

Requirements of Individual Industrial Consumers Using 5,000 or 
More Mcf in Any Month at a Meter Location 

(1. For each such meter location give the following information:) 

(2. Indicate by single asterisk (*) the meter locations of requirements having no standby or alternative 
fuel supply.) 

(3. Indicate by double asterisk (**) the meter locations of requirements which have standby or alterna¬ 
tive fuel supply equivalent to 50 percent or less of requirements.) 

(4. If sale or delivery at one meter location is or has been made under more than one retail rate sched¬ 
ule, give data separately for each rate schedule.) 


Service 
Classification 1 

1. Name of Customer 

(1) Meter Location 

(2) Meter Location 

(3) Meter Location 

2. Name of Customer (etc.) 

‘This classification should be indicated by the line number of Schedule No. 1 on which this require¬ 
ment is included. 

2 If this sale made under special contract, give date of such contract. 


Retail Rate 
Schedule 
Designation 2 


Designation 
of Panhandle 
Rate Sched¬ 
ule Rd or Gd, 
Under Which 
This Gas 
Is Purchased 


Actual or 
Estimated 
Requirements 
by Months, 
Jan. 1947 
to Dec. 1948, 
Date of Incl. ( Use 

First Single Sheet 

Sendee for Each Year) 
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RESPONSE TO FEDERAL POWER COMMISSION ORDER 
OF MARCH 23, 1948, IN DOCKET NO. G-1023 


(Name of Company) (Date of Report) 

Schedule No. 4 

Interruptible Deliveries of Less Than 5,000 Mcf in any Month at a Meter 
Location Where Service Commenced After October 1, 1945 

(For each such meter location give the following information:) 

Designation of 
Panhandle Rate Schedule, 

Rd or Gd, Under Which Date Deliveries by Months 

This Gas is Purchased of First Service Jan. to Dec. 1947, Incl. 

1. Name of Customer 

2. (1) Meter Location 

3. (2) Meter Location 

4. 

5. 

6. Name of Customer 

7. (1) Meter Location 

8. (2) Meter Location 

9. 

10 . 


(Etc.) 


Exhibit D. 
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RESPONSE TO FEDERAL POWER COMMISSION 
ORDER OF MARCH 23, 1948, IN DOCKET 

NO. G-1023 


(Name of Company) (Date of Report) j 

Schedule No. 5 
Underground Storage 

\ 

(This information is to be given for each individual 
storage field or area. Data are to be supplied in re¬ 
sponse to Questions 2 to 8 for conditions at the be¬ 
ginning of each month.) 

Actual or Esti¬ 
mated Data—By \ 
Months — Jan. 1947- \ 
May 1949 , Incl. 

1. Name of Storage Field or Area 

2. Total Volume of Gas in Place 

3. Average Well Head Pressure, P.s.i.g. 

4. Number of Input Wells 

5. Number of Output Wells 

6. Number of Observation Wells 

7. Maximum Safe Daily Output Capacity 

8. Maximum Safe Daily Input Capacity 

9. Net Input or Withdrawal during Month 




<OOQ-<ia>Oirfi>COtOM 
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RESPONSE TO FEDERAL POWER COMMISSION 
ORDER OF MARCH 23, 1948, IN DOCKET 

NO. G-1023 


(Name of Company) (Date of Report) 

Schedule No . 6 

Underground Storage Field Data 

(For each storage field or area shown on Schedule 
No. 5, give the following information:) 

. Name of Storage Field 

Maximum Safe Well Head Pressure, P.s.i.g. 
Minimum Safe Well Head Pressure, P.s.i.g. 

Volume of Gas in Place at Maximum Safe 
Well Head Pressure, Mcf 

Volume of Gas in Place at Minimum Safe 
Well Head Pressure, Mcf 
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RESPONSE TO FEDERAL POWER COMMISSION 
ORDER OF MARCH 23, 1948, IN DOCKET 

NO. G-1023 


(Name of Company) (Date of Report) 

Schedule No. 7 

Manufactured and Liquefied Petroleum Gas Facilities 
(For each such plant give the following information:) 
Manufactured Gas Facilities: 

i 

A. Location 

B. Type of Facilities 

C. Capacity in Continuous Operation (Mcf per Day of 
Natural Gas Equivalent) 

Liquefied Petroleum Gas Facilities: 

A. Location 

B. Type of Facilities 

C. Capacity (In Mcf per Day of Natural Gas Equiva-: 
lent) 

D. Number of Days Plant Can Operate at Such Ca¬ 
pacity Without Replenishing LPG Storage 
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FEDERAL POWER COMMISSION 
Washington 25, D. C. 


August 8, 1947 


Michigan Consolidated Gas Company, 

415 Clifford Street, 

Detroit 26, Michigan 

Gentlemen: 

From available information and data, it appears to the 
Commission that Panhandle has been, and is, selling and 
delivering natural gas to Michigan Consolidated, and 
Michigan Consolidated has been, and is, purchasing and re¬ 
ceiving natural gas from Panhandle contrary to the provi¬ 
sions of Panhandle’s Rate Schedule FPC No. 12 as supple¬ 
mented, particularly by Supplement No. 5, thereof. 

The Commission is of the opinion that such sales and 
purchases made contrary to the said rate schedule are seri¬ 
ously and detrimentally affecting the public interest. 

As you are well aware, Panhandle’s Rate Schedule FPC 
No. 12 as supplemented is the only rate schedule on file 
with this Commission covering the sales of natural gas by 
Panhandle to Michigan Consolidated for resale in the City 
of Detroit, Michigan. The Commission interprets this 
schedule as providing, among other things, that Panhandle 
may not sell and Michigan Consolidated may not purchase 
natural gas on a firm basis to supply the requirements of 
an individual customer using more than 1,200,000 therms 
per year unless such individual customer was using more 
than 1,200,000 therms per year and such requirements were 
being supplied from gas purchased from Panhandle on a 
firm basis prior to October 1, 1945. 
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Based on this interpretation, it appears that the sale and 
delivery of natural gas by Panhandle, and the purchase 
and receipt of such gas by Michigan Consolidated for re¬ 
sale to the following customers are violative of Panhandle’s 
only lawful rate schedule on file with this Commission: 


Customer 

Location 

Type of 
Service 

Briggs Mfg. Co. 

3113 MiUer 

Firm 

Chrysler Corporation 

12229 E. Jefferson 

Firm 

Chrysler Corporation 

7056 Lynch Rd. 

Firm 

Ford Motor Co. 

Rouge Plan 

(Interruptible 

Great Lakes Steel Corp. 

Tecumseh Rd. 

(Boiler Fuel 
Interruptible 

Great Lakes Steel Corp. 

Mill Rd. 

(Interruptible 

Great Lakes Steel Corp. 

Mill Rd. 

(Interruptible 

Solvay Process Co. 

7501W. Jefferson 

(Boiler Fuel 
Interruptible 


The sale and delivery of natural gas by Panhandle to 
Michigan Consolidated, and the purchase and receipt of 
such gas by Michigan Consolidated for resale to the cus¬ 
tomers of Michigan Consolidated listed above are there¬ 
fore deemed by the Commission to be in violation of the 
Natural Gas Act and the Commission’s rules, regulations 
and orders thereunder. It appears that there may be other 
acts and practices engaged in by Panhandle and Michigan 
Consolidated with respect to the sale, delivery, purchase 
and receipt of natural gas for large individual consumers 
in Detroit, Michigan, which are in violation of Panhandle’s 
only lawful rate schedule on file with this Commission and 
which are therefore in violation of the Natural Gas Act 
and the Commission’s rules, regulations and orders there¬ 
under. 

By the acts and practices engaged in by Panhandle and 
Michigan Consolidated,^hereinbefore referred to, the health, 
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safety and welfare of a large number of inhabitants not 
only of the State of Michigan, but also of other States in 
which Panhandle gas is distributed, may be seriously 
jeopardized during the coming winter.. 

In view of the above and particularly because of the ad¬ 
verse effect a continuation of the acts and practices in vio¬ 
lation of a lawful rate schedule on file with this Commis¬ 
sion may have on the public interest, the Commission is of 
the opinion that such acts and practices must be discon¬ 
tinued forthwith. 

If such acts and practices are not discontinued forthwith 
and the Commission notified by letter received on or before 
August 13,1947 of the discontinuance thereof, the Commis¬ 
sion will have no alternative but to proceed in accordance 
with the legal remedies available to it under the Natural 
Gas Act to enforce compliance with that Act, and the Com¬ 
mission’s rules, regulations and orders thereunder. 

By direction of the Commission. 


Very truly yours, 

Leon M. Fuquay 
Secretary 


Copy to: 

Donald R. Richberg, Esq. 
815 — 15th St., N. W. 
Washington, D. C. 

Michigan Public Service 
Commission 
Lansing 13, 

Michigan 


Panhandle Eastern Pipe 
Line Company 
1221 Baltimore Avenue 
Kansas City, Missouri 

John W. Scott, Esq. 

1029 Vermont Ave., N. W. 
Washington, D. C. 
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In the Matters of 

Panhandle Eastern Pipe Line Com¬ 
pany, et al. 

City of Grand Rapids, City of Mus¬ 
kegon, City of Muskegon Heights, 
City of North Muskegon, City of 
Roosevelt Park, 

Complainants 

v. 

Michigan Consolidated Gas Company 
and Panhandle Eastern Pipe Line 
Company, 

Defendants 

Michigan Public Service Commission 


i 


Docket No. G-1023i 


Docket No. G-1013 


Docket No. G-1029 


FINDINGS AND CONCLUSIONS WITH SUPPORTING i 
MEMORANDUM BY THE COMMISSION’S STAFF 


Lambert McAllister 
Special Counsel 
Kenneth W. Wagner 
Attorney 
Oscar E. Reed 
Attorney 

Samuel W. Jensch 
Attorney 

Counsel for Commission’s Staff 
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In the Matters of \ 

Panhandle Eastern Pipe Line Com- | 

pany, et al 1 Docket No. G-1023 

City of Grand Rapids, City of Mus-I 
kegon, City of Muskegon Heights, f 
City of North Muskegon, City of f 
Roosevelt Park, y 

Complainants ) Rocket No. G-1013 

v. I 

Michigan Consolidated Gas Company I 
and Panhandle Eastern Pipe Line I 
Company, S 

Defendants I 

Michigan Public Service Commission / Docket No. G-1029 

On May 26, 194S, the Presiding Trial Examiner, Mr. 
Edward B. Marsh, gave notice pursuant to paragraph (F) 
of the Commission’s order in Docket No. G-1023 dated 
March 23, 1948, that the record respecting the issues in 
Docket No. G-1013 and G-1029 as well as the issues speci¬ 
fied in paragraphs (d), (e) and (h) of the Commission’s 
order of March 23, 1948, in Docket No. G-1023, would be 
closed and the taking of evidence respecting such issues 
concluded on Tuesday, June 1, 1948. Pursuant to such 
notice the taking of evidence upon the issues specified was 
concluded and the record closed on that date. Further, 
the Presiding Trial Examiner on May 26, 1948, at page 
6205 of the transcript advised that the Commission would 
hear oral argument upon such issues beginning at 10:00 
o’clock a. m., on Friday, June 4,1948. The time for argu¬ 
ment was subsequently changed, by notice of the Trial Ex¬ 
aminer given in open hearing, to 2:00 o’clock p.m. on June 
8, 1948. (T. 6819). In giving notice of the oral argument 
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before the full Commission, the Presiding Trial Examiner 
stated that all parties to the proceeding were afforded an 
opportunity to submit proposed findings of fact and con¬ 
clusions of law with supporting memoranda. 

Pursuant to such notice counsel for the staff of the Fed¬ 
eral Power Commission submit for consideration by the 
Commission the following suggested findings of fact and 
Conclusions of law, and a memorandum in support of such 
findings and conclusions. 

FINDINGS AND CONCLUSIONS 

(1) Panhandle Eastern Pipe Line Company Rate Sched¬ 
ule FPC No. 12 as supplemented does not permit the de¬ 
livery of natural gas by Panhandle to Michigan Consoli¬ 
dated Gas Company for underground storage. 

(2) Panhandle’s Rate Schedule FPC No. 12, as supple¬ 
mented, was not changed, altered or modified by the Com¬ 
mission’s decision in Docket No. G-918 to permit the de¬ 
livery by Panhandle or the take by Michigan Consolidated 
Gas Company of natural gas for underground storage. 

(3) The delivery of natural gas by Panhandle Eastern 
to Michigan Consolidated and the take of such natural gas 
by Michigan Consolidated from Panhandle Eastern for 
underground storage and subsequent sale and distribution 
in the Detroit area will constitute a new service under the 
provisions of Panhandle’s Rate Schedule FPC No. 12 and 
Supplements Nos. 1 to 5 thereto. 

(4) The take by Michigan Consolidated of natural gas 
from Panhandle for underground storage in the Austin 
Field, beginning on May 12, 1948 and which has continued 
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to date, is in violation of Panhandle’s Rate Schedule FPC 
No. 12, as supplemented. 

(5) The public interest requires that Michigan Consoli¬ 
dated be permitted to take natural gas from Panhandle for 
storage in the Austin Field in Michigan for subsequent sale 
and distribution in Detroit only to the extent that the 
volumes of gas taken by Michigan Consolidated for storage, 
in excess of present lawful requirements do not impair 
Panhandle’s ability to render service to its existing cus¬ 
tomers, including delivery of required quantities of gas to 
Michigan Gas Storage Company under Panhandle’s Rate 
Schedule FPC No. 113. 

(6) Panhandle Eastern Pipe Line Company Rate Sched¬ 
ule FPC No. 12, with Supplement Nos. 1 to 5 inclusive, are 
and will be unjust and unreasonable to the extent that they 
do not provide for the taking of gas from Panhandle for 
the underground storage by Michigan Consolidated of 
such volume of natural gas as it may elect to store out of 
the total lawful volumes permitted under Panhandle’s FPC 
Rate Schedule No. 12 as supplemented, to meet its daily 
and hourly requirements in the Detroit area as heretofore 
established, and such additional volumes for underground 
storage as will not impair Panhandle’s ability to meet es¬ 
tablished service requirements of its other existing cus¬ 
tomers. 

(7) Any gas supplied by Panhandle to Michigan Con¬ 
solidated as hereafter permitted by filed rate schedules to 
govern deliveries by Panhandle to Michigan Consolidated 
shall be used solely to supply requirements of customers 
served by Michigan Consolidated Gas Company in the 
Detroit area within the terms and conditions of Pan¬ 
handle’s filed rate schedules governing deliveries to Michi¬ 
gan Consolidated at Detroit, and no part of such gas may 
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be used to replace or supplant volumes of gas in place in 
the Austin Storage Field at the beginning of the input of 
Panhandle gas into the Austin Field on May 12, 1948. All 
volumes of gas in the Austin Field in excess of gas in place, 
therein on May 12, 1948, shall be used only for sale and: 
distribution by Michigan Consolidated in the Detroit area 
in compliance with Panhandle’s rate schedules on file with j 
this Commission. i 


(8) The facts and figures of record show that the esti¬ 
mated gas requirements of Michigan Consolidated Gas 
Company at Detroit, permissible under Supplement No. 5 
to Panhandle’s Rate Schedule FPC No. 12, for the months 
of June through October, 1948, are as follows: 




Average 

Average 


Monthly 

Daily 

Week-day 


Total 

Volume 

Volume 

Month 

MCF 

MCF 

MCF 

June 

2,409,912 

80,330 

87,517 

July 

1,999,575 

64,502 

74,579 

August 

2,014,466 

64,983 

72,447 

September 

2,698,955 

89,965 

97,023 

October 

3,574,107 

115,294 

125,385 


(9) The facts and figures of record show that the 
volumes of gas which may be made available to Michigan 
Consolidated Gas Company for underground storage with¬ 
out impairing Panhandle Eastern’s ability to serve the nat¬ 
ural gas requirements of its other customers, are as follows: 


Available for Storage 
Month (MCF) 


June 166,700 

July 1,252,528 

August 1,108,970 
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(10) Supplement No. 5 to Panhandle Eastern’s Rate 
Schedule FPC No. 12 was made effective by the Commis¬ 
sion’s order of November 2, 1945, Docket Nos. G-200 and 
G-207, and effectively modify Panhandle’s Rate Schedule 
FPC No. 12, with Supplements Nos. 1 to 4, and Michigan 
Consolidated Gas Company is not entitled to take any gas 
at Detroit for resale and distribution other than in full com¬ 
pliance with the provisions of said Supplement No. 5. 

(11) Supplement No. 5 to Panhandle’s Rate Schedule 
FPC No. 12, and identical supplements to Panhandle’s 
other filed rate schedules, were made effective by the Com¬ 
mission’s order of November 2, 1945, in Docket Nos.; 
G-200 and G-207, and effectively modified Panhandle’s 
Rate Schedule FPC No. 12, and Panhandle’s other rate 
schedules on file with the Federal Power Commission. 
Such supplements provided an effective limitation upon 
service to be thereafter supplied by Panhandle and pro¬ 
hibited purchasers of firm gas from Panhandle for resale 
from taking gas to supply new requirements not supplied 
with gas purchased from Panhandle on a firm basis prior 
to October 1, 1945, if such requirements, actual or esti¬ 
mated, exceed 1,200,000 therms per year. Likewise, such 
supplements prohibit purchasers of firm gas from Pan^ 
handle for resale from taking gas to supply any require¬ 
ment of any customer in excess of 1,200,000 therms where 
such requirement on an annual basis was less than 
1,200,000 therms per year prior to October 1, 1945. Fur¬ 
thermore, such supplements prohibit purchasers of natural 
gas from Panhandle on a firm basis for resale from taking 
any quantity of gas from Panhandle to supply any in¬ 
crease in any such requirement beyond the annual maxi¬ 
mum of such requirement prior to October 1, 1945, where 
such requirement was in excess of 1,200,000 therms per 
year on October 1, 1945. 
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This finding is in accord with the plain language of 
Supplement No. 5 to Panhandle’s Rate Schedule FPC No. 
12, which governs the supply of natural gas by Panhandle 
to Michigan Consolidated Gas Company at Detroit and 
conforms with the conclusions stated by the Commission 
in its letters of August 8, 1947, addressed to Michigan 
Consolidated Gas Company and Panhandle Eastern Pipe 
Line Company, as shown by Exhibits 107 and 108 of this 
record. 

(12) The take of natural gas by Michigan Consolidated 
Gas Company at Detroit to supply the requirements shown 
on Appendix A for the customers therein named, is ini 
violation of Supplement No. 5 to Panhandle’s Rate Sched¬ 
ule FPC No. 12 in that such requirements were not sup¬ 
plied with gas purchased from Panhandle on a firm basis 
prior to October 1, 1945. 

I 

(13) The take of natural gas by Michigan Consolidated ; 
Gas Company at Detroit to supply the requirements shown 
on Appendix B for the customers therein named, is in j 
violation of Supplement No. 5 to Panhandle’s Rate Sched- j 
ule FPC No. 12 in that such requirements were less than 
1,200,000 therms annually prior to October 1, 1945, and 
any delivery 7 in excess of 1,200,000 therms per year violates 
Supplement No. 5 to Panhandle’s Rate Schedule FPC I 
No. 12. 

i 

(14) The take of natural gas by Michigan Consolidated 
Gas Company at Detroit to supply the requirements shown j 
on Appendix C for the customers therein named, is in vio¬ 
lation of Supplement No. 5 to Panhandle’s Rate Schedule j 
FPC No. 12 in that such estimated and actual take by ; 
Michigan Consolidated to meet such requirements is in 
excess of the maximum of such requirements established j 
prior to October 1, 1945. 
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(15) Michigan Consolidated Gas Company proposes to 
take from Panhandle during the year 1948 and thereafter, 
natural gas on a firm basis to supply the requirements of 
consumers, each of whom will use more than 1,200,000 
therms per year, which requirements were not being sup¬ 
plied with natural gas purchased from Panhandle on a 
firm basis prior to October 1, 1945, which takes will be 
in violation of the provisions of Supplement No. 5 to Pan¬ 
handle’s Bate Schedule FPC No. 12. 


(16) Panhandle Eastern Pipe Line Company’s Rate 
Schedule FPC No. 113 permits and provides that Michigan 
Gas Storage Company may take from Panhandle Eastern 
Pipe Line Company a volume of gas approximating one 
hundred million cubic feet per day during the summer of 
1948 (May through September). 


(17) The facts and figures of record show that the 
estimated firm gas requirements of Michigan Gas Storage 
Company to meet its consumers’ current daily demands 
and for underground storage in Michigan to enable it to 
meet its winter requirements are, for the months of June 
through September, 1948, as follows: 

Require- 

Month merit (Mcf) 


June 

July 

August 

September 

October 


3,000,000 

3,050,000 

3,067,000 

3,000,000 

3,100,000 


(18) The sale and delivery of natural gas obtained 
from Panhandle by Michigan Consolidated Gas Company 
to meet requirements of customers to which it distributes 
natural gas in its so-called Western District, includ¬ 
ing distribution in Grand Rapids, Muskegon, Muskegon 
Heights, North Muskegon and Roosevelt Park, would con- 
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i 

stitute a new obligation and a new service not heretofore 
supplied by Panhandle Eastern Pipe Line Company. 

i 

(19) The sale and delivery of any amount of natural; 
gas obtained from Panhandle by Michigan Consolidated 
as outlined in Finding (18) to meet requirements in its 
so-called Western District will impair Panhandle’s ability 
to meet current requirements of present customers de¬ 
pendent upon Panhandle for their gas supply, and the 
Commission may not and should not by order permit Pan¬ 
handle to provide such service. 

i 

i 

(20) The average sales capacity of Panhandle Eastern 
Pipe Line Company system during the months of June 
through September, 1948, will be 405 million cubic feet per 
day and during October, 1948 will be 415 million cubic 
feet. 

| 

(21) The estimated average daily requirements of cus- i 
tomers depending upon Panhandle for their supply ol 
natural gas, providing 25 million cubic feet per day for 
Ohio Fuel Gas Company and including for Michigan Con¬ 
solidated Gas Company the amounts set forth in Finding 
No. (8) during the months of June through October, 1948, 
are as follows: 

ESTIMATED TOTAL REQUIREMENT 



Monthly 

Average 

Daily 

Volume 

Average 

Week-day 

Volume 

Month 

Total (MCF) 

(MCF) 

(MCF) 

June 

12,868,300 

428,943 

469,346 

July 

12,216,972 

394,096 

438,943 

August 

12,360,530 

398,726 

443,834 

September 

13,333,943 

444,465 

487,056 

October 

14,920,131 

481,295 

529,425 
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(22) Assuming that 19 million cubic feet per day is to 
be available to the Panhandle area from the Texas Eastern 
Transmission Corporation and 10.5 million cubic feet per 
day from Tennessee Gas Transmission Company, there 
will be available from June through September, 1948, ap¬ 
proximately 434 million cubic feet of gas per day and 444 
million cubic feet per day in October, 1948, to meet the 
requirements of Panhandle’s customers. 

(23) It is unreasonable and inequitable to curtail de¬ 
liveries of natural gas during the summer period for 
industrial use west of Edgerton Station, whether firm 
or interruptible, in order to provide gas for storage in 
Michigan. 



APPENDIX A 


Line 

No. 

Customer 


Requirement 
Supplied 
under Mich. 
Con. Gas Co. 
Rate Schedule 

Date of 

First Service 

Volume 

Supplied 

1947 

(MCF) 

Volume 

Estimated 

1948 

(MCF) 

1 

Briggs Mfg. Co. 

3135 Miller Rd. 

3 

Nov., 1945 

169,402 

164,621 

2 

Great Lakes Steel Corp. 

Tecumseh Rd. 

13 

Oct. 1,1945 

1,300,787 

695,000 

3 

Chrysler Corp. (Gear & Axle Pit.) 

6700 Lynch Rd. 

3 

April, 1946 

219,945 

221,060 

4 

Briggs Mfg. Co. 

11631 Mack 

12 

May, 1947 

170,853 

0) 

5 

Great Lakes Steel Corp. 

Mill Rd. 

13 

June, 1947 

133,698 

0) 1 

6 

Ford Motor Co. 

River Rouge 

12 

Nov. 8,1946 

1,562,331 

0) 

7 

Pfeiffer Brewing Co. 

3700 Beau fait 

12 

May, 1946 

150,959 

0 

8 

Solvay Process Co. 

7501 W. Jefferson 

13 

June, 1946 

1,479,406 

150,000 2 

9 

Gen. Motors Corp. (Cadillac) 

2863 Clark 

12 

May 20,1946 

261,177 

9,000 3 

10 

Chrysler Corp. (Crankshaft unit) 

7000 Lynch 

3 

Feb. 14,1946 

130,175 

125,522 

i 

Although Exhibit 14 estimates no deliveries, 

, an undetermined amount was delivered in April and May. 



2 Although Exhibit 14 estimates no deliveries, 150,000 Mcf (T. 6345) was delivered in April and an undetermined amount in May. 
8 Although Exhibit 14 estimates no deliveries, 9,000 Mfif (T. 6345) was delivered in April. 




APPENDIX B 


Requirement 

Supplied 

under Mich. Volume of Deliveries in M C F 


Line Con. Gas Co. - - 1947 (Actual) -* • - 1948 (Estimated) -> 

No. Customer Rate Schedule Total Permitted Excess Total Permitted Excess 

1 Chrysler Corp. 341 Massachusetts 3 332,862 120,000 212,862 315,340 120,000 195,340 

2 Great Lakes Steel Corp. Tecumseh Rd. 3 103,593 120,000 . 150,000* 120,000 30,000 


i T. 5986. 


Requirement 
Supplied 
under Mich. 

Line Con. Gas Co. 

No. Customer Rate Schedule 

1 Timken-Detroit Axle Co. 100-400 Clark 3 

2 Chrysler Corp. 8021 Conant 3 

3 Gen. Motors Corp. (Steam 

& Hammer) 1901 E. Euclid 3 

4 Monsanto Chemical Co. Toledo & Jefferson Contract 2-4-42 

5 Gen. Motors Corp. (Crank¬ 

shaft) 1901 E. Euclid 3 


APPENDIX C 

Volume of Deliveries in M C F 
1947 (Actual) -* -- 1948 (Estimated) -* 

n ..•««__» r* __ nr* . i n •>< . i n_ 


Total 

Permitted 

Excess 

Total 

Permitted 

Excess 

260,060 

346,811 

188,074 

311,340 

71,986 

35,471 

265,663 

343,186 

188,074 

311,340 

77,589 

31,846 

281,093 

248,487 

255,491 

127,780 

25,602 

120,707 

279,053 

263,000 

255,491 

127,780 

23,562 

135,220 

133,710 

123,181 

10,529 

133,470 

123,181 

10,289 
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MEMORANDUM IN SUPPORT OF FINDINGS 
AND CONCLUSIONS 

FINDING No. 1 i 

Article II, Paragraph 2 of Panhandle’s Rate Schedule j 
FPC No. 12 reads: 

“* * * Seller agrees to sell and deliver to Buyer, and i 
Buyer agrees to buy from Seller, all of the natural i 
gas requirements of Buyer for distribution and sale 
to any and all of its present and future customers j 
and for its own use, but not in excess of ninety million | 
cubic feet * * * per day.” (The maximum volume ! 
was changed to 125 million cubic feet per day by j 
Supplement No. 4.) 

i 

Article XI, Paragraph 3 of the same rate schedule ! 
reads: 

“Buyer agrees that it will, subject to temporary or 
permanent outage resulting from either unavoidable 
deterioration or casualty, maintain in operation the 
storage holders which it now has, and will operate ‘ 
the same each day so as to assist in leveling the peak 
demands for natural gas to be delivered by Seller \ 
hereunder, subject, however, to the right of Buyer to j 
keep at all times in its holders a reserve of gas of 
sufficient quantity to insure safe and adequate service 
to its customers as determined by Buyer; and Buyer j 
will as nearly as practicable, with such storage ca¬ 
pacity, take natural gas in equal and uniform hourly j 
volumes. Subject to the aforesaid use by Buyer of i 
holder capacity, Seller agrees to deliver to Buyer 
natural gas in accordance with the hourly and daily 
demands of the markets of Buyer up to but not to 
exceed a maximum daily demand of ninety million 
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cubic feet • • (This maximum volume was 

changed to 125 million cubic feet per day by Supple¬ 
ment No. 4.) 

Supplement No. 5 to Rate Schedule FPC No. 12 in the 
portion containing Rate Schedule Gd-1 provides in sub- 
paragraph (c) of the ‘‘Applicable” clause as follows: 

“This rate schedule shall not apply to gas purchased 
by the Utility from the Company for resale to any 
industrial customer whose present, or estimated, an¬ 
nual use of gas exceeds one million two hundred thou¬ 
sand (1,200,000) therms, unless such gas require¬ 
ments were purchased by the Utility from the Com¬ 
pany on a firm basis prior to October 1, 1945.” 

Panhandle’s Rate Schedule FPC No. 12, with Supple¬ 
ments 1 to 5 inclusive, not only does not provide for the 
delivery by Panhandle or permit the take by Michigan 
Consolidated from Panhandle of any volume of gas for 
underground storage but Article XI, Paragraph 3, of the 
contract specifies that the volumes to be delivered by Pan¬ 
handle and the volumes which Michigan Consolidated may 
take are volumes required to meet the hourly and daily 
requirements of Michigan Consolidated’s customers in the 
Detroit area. Furthermore, the contract specifically limits 
the use of gas holders to those in use at the time the con¬ 
tract was signed and permits the use of such holders only 
for the purpose of maintaining a reserve in case of an 
emergency and of flattening hourly peaks. 

FINDING No. 2 

The Commission in its order in Docket No. G-918 (in¬ 
cluding also Docket Nos. G-834 and G-839) under date of 
November 13, 1947, did not make any determination which 
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changed, altered or modified the provisions of Panhandle’s 
Rate Schedule FPC No. 12 as supplemented. There was 
no issue - in that proceeding which brought into question 
the significance of Panhandle’s rate schedule which gov¬ 
erns deliveries of gas to Michigan Consolidated at Detroit. 

The Commission did not order Panhandle to amend its 
rate schedule to permit the delivery of gas to Michigan 
Consolidated for underground storage. The finding which 
the Commission did make in Docket No. G-918 and which 
counsel for Michigan Consolidated seemed to rely upon 
during the course of the present hearing in contending 
that such finding worked a transformation of Panhandle's 
filed rate schedules governing deliveries to Michigan Con¬ 
solidated at Detroit, vras as follows: 

“Michigan Consolidated’s available gas supply is ade¬ 
quate to meet the requirements of the operations 
therein authorized and the services to be rendered by 
means of the proposed facilities.” 

The finding says nothing about Panhandle’s Rate Sched¬ 
ule FPC No. 12 as supplemented, nor does the order pur¬ 
port to change the provisions of the rate schedule. The 
rate schedule could only be changed pursuant to an order 
of the Commission upon adequate findings within the pro¬ 
visions of Section 5(a) of the Natural Gas Act. 

On page 6 of the Commission’s order in Docket No. 
G-91S, the Commission recites that Michigan Consoli¬ 
dated’s total firm requirements for the 12 months ending 
March 31, 1949, would be approximately 40,8S4,000 Met 
and for the following 12 months 41,326,000 Mcf. Refer¬ 
ring to such volumes, the Commission said that Michigan 
Consolidated “expects” to have gas available from Pan¬ 
handle for these periods of 45,625,000 Mcf; that such 
supply is “based upon assumed deliveries by Panhandle” 
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at the rate of 125 million cubic feet per day. Further 
on the same page of its order, the Commission says that 
“the 125,000 Mcf a day expected from Panhandle” will 
make available for storage an amount in excess of the 
estimated volumes proposed for storage. Such language 
does not spell out a recognized legal obligation on the part 
of Panhandle to provide the volumes of gas mentioned for 
storage by Michigan Consolidated. 

FINDING No. 3 

The volumes of gas which Michigan Consolidated pro¬ 
poses to take and store underground in Michigan are 
volumes which Michigan Consolidated estimates it will re¬ 
quire to meet its winter requirements which are in excess 
of daily deliveries of 125 million cubic feet from Pan¬ 
handle. These volumes in excess of 125 million cubic feet 
per day have heretofore been supplied by Michigan Con¬ 
solidated from its manufactured gas facilities. Panhandle 
has never supplied any part of such excess volumes. If 
Panhandle is to be called upon to serve such requirements 
by providing volumes of gas during the summer time, 
then the volumes thus supplied by Panhandle are volumes 
to replace volumes which would otherwise be manufac¬ 
tured by Michigan Consolidated. Such requirements con¬ 
stitute a new obligation on the Panhandle system and an 
entirely new service. 

FINDING No. 4 

The record in these proceedings clearly shows that 
Michigan Consolidated began the storage of Panhandle 
gas on May 12,1948, and has continued day by day to take 
varying volumes from Panhandle for underground stor- | 
age in the Austin Field. Since Panhandle’s Bate Sched¬ 
ule FPC No. 12 as supplemented does not provide for or 
permit the taking of natural gas by Michigan Consolidated 1 
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from Panhandle for underground storage, it necessarily 
follows that such takes are in violation of Panhandle’s 
filed rate schedule. 

FINDINGS Nos. 5 and 6 ; 

I 

Michigan Consolidated has underground storage facili-i 
ties in Michigan which are readily available for the stor¬ 
age of natural gas during the summer months. Such gas; 
can be withdrawn during the winter months to meet winter 
requirements in the Detroit area. The use of such storage 
fields in this manner will unquestionably inure to the bene- 
fit of consumers in the Detroit area, but the public interestj 
i in the Detroit area does not override the rights of Pan- j 
handle’s consumers in other areas. To the extent that j 
Michigan Consolidated may take gas from Panhandle law- 
| fully under filed rate schedules, it should be permitted to I 
store any part of such lawful volumes it is entitled to i 
take. To the extent that additional volumes may be avail- i 
able without impairing Panhandle’s obligation to serve its 
other customers, Michigan Consolidated should be per- ! 
mitted to share any further volumes that may be available 
with such other customers so that additional volumes may 
be placed in underground storage. It must follow also 
that to the extent Michigan Consolidated insists upon the 
taking of volumes of gas in excess of the volumes which i 
it may lawfully take under Panhandle’s filed rate sched- I 
ules, such unlawful take impairs Panhandle’s ability to 
serve its other customers. This the Commission may not 
s permit or authorize. 

i 

FINDING No. 7 

The record of these proceedings clearly shows that Michi- j 
gan Consolidated insists that the gas in place in the Austin j 
Field on May 12, 1948 is Michigan gas which it may with- 1 
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draw from time to time and supplant with Panhandle gas. 
It is further made to appear that such gas now in place 
in the Austin Field, if withdrawn, will be used to meet re¬ 
quirements of Michigan Consolidated customers in West¬ 
ern Michigan. The net effect of such contemplated opera¬ 
tions is to impose a double burden on the Panhandle sys¬ 
tem, (1) to provide additional quantities of gas for the 
Detroit area to meet new obligations and new service not 
heretofore supplied by Panhandle by providing gas for 
storage to meet requirements heretofore supplied by Michi¬ 
gan Consolidated with manufactured gas, and (2) by re¬ 
quiring Panhandle to supply volumes of gas in the Austin 
Field to supplant and provide the cushion now in place in 
that Field. 

The storage operations which the Commission authorized 
in Docket No. G-918 do not provide for the use of Pan¬ 
handle gas as a cushion in the Austin Field. If Michigan 
Consolidated undertakes to -withdraw any of the gas in 
place -in the Austin Field on May 12, 1948 for sale and 
distribution in Western Michigan and at the same time 
undertakes to supplant that cushion with Panhandle gas, 
then the Panhandle system and the customers depending 
upon Panhandle will be prejudiced by the fact that two 
new obligations have been imposed upon the Panhandle 
system with the result that Panhandle’s ability to meet 
the requirements of such existing customers has been 
thereby impaired. 

The petition in Docket No. G-1013 is tantamount to an 
application under Section 7(a) of the Natural Gas Act, 
and the Commission may not order or permit deliveries to 
Western Michigan communities which are based upon the 
assumption by Panhandle of an obligation to supply vol¬ 
umes of gas required to meet the demands of such Western; 
Michigan customers unless the record in the pending pro¬ 
ceedings warrants and justifies the finding that the rendi- 
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i 

tion of such new services by Panhandle will not impair its 
ability to meet the demands of its existing customers. Ex- j 
isting de m and of present customers comprehends some¬ 
thing more than immediate demand. It comprehends de¬ 
mands in the reasonable future so that in determining 
whether or not Panhandle has capacity and facilities to 
meet demands of consumers in Western Michigan the Com¬ 
mission must look reasonably ahead so that the require¬ 
ments of the existing customers are not impaired not only 
during 1948 but also during 1949 and 1950. 

The record in this proceeding will not support a finding 
that the rendition of such new services by Panhandle will 
not impair its ability to meet the demands of its existing j 
customers. 

i 

FINDING No. 8 

The monthly volumes of gas shown in Finding No. 8 are 
the volumes submitted by Michigan Consolidated in Ex¬ 
hibit No. 14, reduced to eliminate the volumes shown by 
the testimony of Mr. Louis Zanoff as being in violation • 
of Panhandle’s Rate Schedule FPC No. 12 as supplemented. 

FINDING No. 9 j 

j 

The volumes of natural gas set forth in Finding No. i 
9, as being volumes which may be supplied to Michigan 
Consolidated upon proper amendment of Panhandle’s j 
rate schedule which governs deliveries at Detroit, are j 
monthly volumes derived by taking the total requirements 
of customers depending upon Panhandle as shown by the 
record in these proceedings and subtracting that total from 
the total possible deliveries by Panhandle, using 405 mil- 
> lion cubic feet per day as the sales capacity of Panhandle’s 
system for the months of June through September and 
415 million per day for October and using the delivery 
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of 10.5 million cubic feet of gas from Tennessee Gas Trans¬ 
mission Company and about 20 million cubic feet of gas 
from Texas Eastern Gas Transmission Corporation. This 
finding is based upon the assumption that all such addi¬ 
tional volumes available in excess of the requirements of 
other established customers of Panhandle will be available 
to Michigan Consolidated. It goes without saying that 
if the requirements of Ohio Fuel or other customers are 1 
to be taken into consideration and the Commission finds 
that the consideration of such customers’ requirements 
necessitates the delivery of a portion of such excess of 
Panhandle’s sales capacity during the months of July and 
August, then whatever amount is assigned to Ohio Fuel, 
by just that amount will the volumes available for storage 
by Michigan Consolidated during such months be reduced. 

FINDING No. 10 

Supplement No. 5 to Panhandle’s Rate Schedule FPC 
No. 12 being an integral part of a filed rate schedule can¬ 
not do other than effectively modify the terms and condi¬ 
tions of service theretofore in effect. This is the legal 
effect of a supplement to any filed rate schedule and re¬ 
quires no argument. The uniform decisions of the Supreme 
Court of the United States are to that effect. 

There has been much argument purporting to indicate 
that Supplement No. 5 to Panhandle’s Rate Schedule FPC 
No. 12, and like supplements which are a part of other 
Panhandle rate schedules, never became effective. All such 
argument represents a collateral attack and violates the 
express provisions of Section 19 of the Natural Gas Act. 
The decision of the United States Court of Appeals for 
the District of Columbia in its Opinion In the Matter of 
Michigan Consolidated Gas Company v. Federal Power 
Commission et al., No. 9718, decided on March 25, 1948, 
dismissing the appeal of Michigan Consolidated Gas Com- 
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pany which sought to bring into question the legality of 
Supplement No. 5, effectively answers all argument in this 
regard. In that decision the Court referring to the Com¬ 
mission’s order of November 2, 1945 making effective 
Supplement 5 to Panhandle’s Rate Schedule FPC No. 12; 
said: 

* 4 Since neither the petition for review nor the appli¬ 
cation for rehearing was filed within the time allowed 
by the Natural Gas Act, 52 Stat. 821, 831, Sec. 19, 

15 U. S. C. § 717r, we lack jurisdiction to review these 
orders.” j 

FINDING No. 11 | 

Finding No. 11 is based upon a consideration of the plain j 
language of Supplement No. 5 to Panhandle’s Rate Sched¬ 
ule FPC No. 12. The words of a rate schedule must be 
given their plain ordinary meaning and the Commission | 
on August 8, 1947, in letters addressed to Panhandle and ; 
to Michigan Consolidated, expressed the identical conclu¬ 
sions which are embodied in this finding. 

i 

FINDINGS Nos. 12, 13 and 14 

The volumes of gas shown by Appendices A, B and C 
supra are volumes shown by the testimony of Mr. Louis 
Zanoff to be the requirements of customers served by j 
Michigan Consolidated, which requirements are not per¬ 
mitted or provided for by Supplement No. 5 to Panhandle’s j 
Rate Schedule FPC No. 12. Such supplement is in two 
effective parts—Gd-1 Schedule relating to firm purchases j 
from Panhandle and Rd-2 Schedule relating to interrupts i 
ble purchases from Panhandle. These schedules are com¬ 
plementary to each other. The Gd-1 Schedule in paragraph 
(c) under the subheading “Applicable” does not permit 
the take of gas by a distributing utility to serve require- 
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ments in excess of 1,200,000 therms per year unless such 
requirements were supplied with gas purchased from Pan¬ 
handle on a firm basis prior to October 1,1945. The service 
which is not permitted under the Gd-1 Schedule falls into 
three categories: 

(1) New requirements in excess of 1,200,000 therms per 
year taken on after October 1, 1945; 

(2) Requirements which on October 1, 1945 were less 
than 1,200,000 therms per year, and gas for which 
was purchased from Panhandle Eastern Pipe Line 
Company on a firm basis prior to October 1, 1945; 
and 

(3) Requirements which on October 1, 1945 were in 
excess of 1,200,000 therms per year, and gas for 
which was purchased from Panhandle Eastern Pipe 
Line Company on a firm basis prior to that date. 

Under subdivision (2) above, any take in excess of 
1,200,000 therms per year is illegal, and under subdivision 
(3) above, any increase in excess of the maximum estab¬ 
lished prior to October 1, 1945 represents illegal takes of 
gas from Panhandle. 

Under paragraph (c) of subdivision *‘ Applicable’’ in 
the Gd-1 Schedule relating to firm purchases of gas by 
distributing companies, the provisions which make it im¬ 
possible for a distributing company to purchase firm gas 
from Panhandle, is supplemented by a complementary 
provision in the Rd-2 Schedule, •which provides that re¬ 
quirements greater than 1,200,000 therms per year may be 
purchased from Panhandle on an interruptible basis, if 
upon application to Panhandle, Panhandle advises that it 
has a sufficient supply of gas and adequate facilities with 
which to make such deliveries. The provision in question 
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reads as follows: 

“(c) Whenever the Utility desires Company to in¬ 
crease its commitment hereunder to permit the Utility 
to sell gas to a customer whose supply had not been 
previously purchased under this schedule, the Utility 
shall make application to the Company and upon such 
application give the following information: 

(1) The point of delivery at which Utility wishes 

to receive such increased commitment. ; 

(2) Estimates of the monthly and maximum daily \ 
gas requirements of such plant. 

(3) Assurance that such customer, if served, will 
be supplied under a contract with the Utility, pro- j 
viding for curtailment or interruption of supply, in j 
accordance with the provisions of this rate schedule. 

“The Company will undertake to sell and deliver gas 
hereunder to the Utility for resale to such customer 
if the Company, in its judgment, has a sufficient supply j 
of gas and adequate facilities with which to make such i 
deliveries, and if Utility is entitled to purchase such 
gas under the provisions of this schedule.” 

, 

The record of these proceedings clearly indicates that 
distributing companies purchasing gas from Panhandle for 
resale have uniformly recognized the meaning of supple¬ 
ments similar to Supplement No. 5 to Panhandle’s Rate 
Schedule FPC No. 12 and have gauged their taking on of j 
new requirements by the provisions of such filed supple¬ 
ments. If there have been violations of such supplements ! 
by other customers of Panhandle, they are minor, and will | 
be brought to the attention of the Commission after full j 
review of the completed record in these proceedings. 
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FINDING No. 15 

The testimony and evidence submitted on behalf of 
Michigan Consolidated shows that for the year 1948 and 
thereafter, it proposes to take 125 million cubic feet of 
natural gas from Panhandle each day (1) to serve its firm 
load requirements in the Detroit area, (2) to put volumes 
in underground storage in Michigan, and (3) to supply 
interruptible and other loads in the Detroit area to the 
extent possible after utilizing volumes of gas as indicated 
in (1) and (2) above. The volume of gas thus proposed 
to be sold and distributed in Detroit in addition to the 
requirements of firm customers and for storage represents 
volumes to be sold in large part to customers shown on 
Appendices A, B and C attached to Findings and Con¬ 
clusions above. All such sales are in violation of Supple¬ 
ment No. 5 to Panhandle’s Rate Schedule FPC No. 12 and 
clearly indicate a determination on the part of Michigan 
Consolidated to continue such sales although illegal. 

Although Exhibit No. 14 submitted by Michigan Con¬ 
solidated indicates that for 1948 it does not propose to make 1 
certain of such sales, nevertheless the evidence of record 
shows that so far in 1948 various such illegal sales have 
been made which are not reflected on Exhibit 14 and the 
company’s witness has stated that to the extent gas is 
available, such sales will be continued in the future. 

FINDING No. 16 

Finding No. 16 merely reflects the provisions of Pan¬ 
handle’s Rate Schedule FPC No.. 113 which calls for the 
delivery by Panhandle of approximately 100 million cubic 
feet of natural gas per day during the months of May 
through October 1948. 
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FINDING No. 17 j 

I 

The figures set forth in Finding No. 17 are the estimates I 
submitted by Michigan Gas Storage Company showing its 
total requirements for the months of June through October s 
1948. The testimony of record shows that these estimates -j 
have been pared to the bone by restrictions imposed by 
Michigan Gas Storage, reflecting limitations enforced by 
Consumers Power Company, the sole purchaser of gas from 
Michigan Gas Storage Company. The limitations referred 
to represent a practical freeze of prior obligations estab- j 
lished during 1947 and prior years. No new industrial ; 
loads have been added and space heating has been elimi- j 
nated from such estimates. They appear to be the minimum j 
gas requirements for Consumers Power Company and | 
unless the volumes of gas indicated are obtained from Pan- i 
handle to protect the storage fields operated by Michigan ; 
Gas Storage Company, it has been indicated of record 
that Consumers Power Company must insist upon drastic 
curtailments of industrial loads during the summer and 
winter of 1948. The record further shows that an appli¬ 
cation has been made to the Michigan Public Service Com¬ 
mission seeking an order to accomplish such curtailment 
of industrial loads but that such application has not yet j 
been acted upon by the Michigan Commission. 

i 

FINDING No. 18 

It goes without saying that if Panhandle must supply 
gas to Michigan Consolidated for underground storage to 
meet winter requirements in the Detroit area, thus sup¬ 
planting manufactured gas, that such service is a new obli¬ 
gation. Likewise any service to consumers in Western 
Michigan not heretofore supplied by Panhandle constitutes 
a new service which the Commission may not authorize or 
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permit unless the evidence of record will support a finding 
that such new service and obligations will not impair Pan¬ 
handle’s ability to serve its existing customers. 

FINDING No. 19 

The evidence of record clearly shows that demands of 
customers now supplied by Panhandle approximate or 
exceed the sales capacity of the Panhandle system except 
during the months of July and August, 1948. The volumes 
of gas available without impairing Panhandle’s ability 
during the months of July and August 1948 are shown in 
Finding No. 9. 

FINDING No. 20 

The testimony and evidence clearly show that Pan¬ 
handle’s sales capacity during the months of June through 
September will be 405 million cubic feet per day. This 
sales capacity will increase to approximately 415 million 
cubic feet per day during October 1948 due to the fact that 
during that month the overhauling of compressors will 
have been substantially completed and the lower flowing 
temperatures of the gas will enable Panhandle to deliver 
the increased volumes indicated. 

i 

FINDING No. 21 

The estimated average daily requirements of customers 
served by Panhandle, limiting deliveries of Ohio Fuel to 
25 million cubic feet per day and including for Michigan 
Consolidated the volumes set forth to Finding No. 8 during 
the months of June through October 1948, represent sub¬ 
stantially the volumes of gas which Panhandle must pro¬ 
vide during the summer months of 1948. The limitation of 
deliveries to Ohio Fuel to 25 million cubic feet per day is 
based wholly upon the assumption that the Commission will 
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$o limit deliveries in its determination of the issues pre¬ 
sented in Docket No. G-620 and G-1035. If the deliveries 
to Ohio Fuel are not so limited, then the total estimate of 
requirements upon the Panhandle system must be revised 
to reflect the determination of the Commission in its deci¬ 
sion respecting such Dockets. 

In determining the total of requirements on the Pan¬ 
handle system for the summer of 1948, the estimates of j 
requirements submitted of record by Panhandle’s cus¬ 
tomers have been taken at their face value. While it may j 
be possible to pare such estimates when considered in the j 
light of actual deliveries during the summer months of j 

1947, nevertheless the over-all picture of total require- ! 
ments which Panhandle is called upon to meet will not be 
substantially reduced below the figures shown. 

FINDING No. 22 

i 

i 

The gas available to the Panhandle area for the summer j 
months of 1948 is based upon the determination by the j 
Commission in its order of April 30, 1948 in Docket No. i 
G-880 that approximately 20 million cubic feet from the Big 
Inch Lines will be delivered by displacement to relieve 
the gas shortage situation in the Panhandle area. The 10.5 
million cubic feet of gas from Tennessee Gas Transmission 
Company represents a temporary arrangement by which 
Texas Gas Transmission Corporation (Kentucky Natural) 
has arranged to purchase this volume through October 

1948. If for any reason there is an interruption in this j 
delivery from Tennessee there will be a corresponding j 
increase in the demand of Texas Gas Transmission Cor- i 
poration upon Panhandle, and the total obligation upon 
the Panhandle system will be increased accordingly. The i 
findings set forth are entirely upon the assumption that 1 
the relief provided to the Panhandle area will continue 
through October 1948. Any change in conditions which 
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eliminates such additional volumes from the Panhandle 
area correspondingly increases the obligation which must 
be supplied out of Panhandle’s available capacity. 

FINDING No. 23 

It has been suggested in the petition of the Michigan 
Public Service Commission that the interruptible deliveries 
of gas by Panhandle west of Edgerton Compressor Station 
should be curtailed during the summer months of 1948, 
thus making increased volumes available for underground 
storage in Michigan. The mere statement of this proposi¬ 
tion when viewed in all its aspects seems to provide an 
effective answer. The proposal by the Michigan Commis¬ 
sion is that industry down the Panhandle line should be 
curtailed in order that industry in Michigan may be sup¬ 
plied with additional volumes of natural gas during this 
summer of 1948 and to assure adequate supply of natural 
gas in Michigan for the winter of 1948-1949. The Federal 
Power Commission may not grant preference to one area 
to the prejudice and disadvantage of another area. Like¬ 
wise the Natural Gas Act prohibits discrimination between 
states. To curtail interruptible deliveries of industrial gas 
in Missouri, Illinois and Indiana, and possibly Ohio, as 
requested, could only be for the purpose of unlawfully 
aiding industrial consumers in the Michigan area. This 
the Commission may not do. 

Respectfully submitted, 

Lambert McAllister 
Kenneth W. Wagner 
S. W. Jensch 
Oscar E. Reed 

Counsel for the Commission’s Staff 

Washington, D. C. 

June 8, 1948 
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UNITED STATES OF AMERICA 
FEDERAL POWER COMMSSION 


In the Matters of 

Panhandle Eastern Pipe Line Com¬ 
pany 

Texas Eastern Transmission Corpo¬ 
ration 

City of Grand Rapids, Michigan, 
et al. 

vs. 

Michigan Consolidated Gas Company, 
et al. 

Michigan Public Service Commission 

Panhandle Eastern Pipe Line Com¬ 
pany, et al. 

New York Public Service Commission 


Docket Nos. G-620 
and G-1035 


Docket No. G-880 


Docket No. G-1013 


Docket No. G-1029 

Docket No. G-1023 
Docket No. G-1031 


Olds, Commissioner, dissenting in part: 

I disagree with the conclusion of my colleagues that the 
contract (Panhandle Rate Schedule F.P.C. No. 12), under 
which Michigan Consolidated Gas Company (Consolidated) 
purchases natural gas from Panhandle Eastern Pipe Line 
Company (Panhandle), can be interpreted as permitting 
the former company to take gas for underground storage 
and return it to carry winter loads in excess of the 125,000 
Mcf contract maximum. 

Mv fellow Commissioners hold that the absence of lan¬ 
guage prohibiting underground storage must be interpreted 
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as affirmative permission. This seems to me a rather 
novel theory for interpreting rate schedules. It is tanta¬ 
mount to saying that a form of service, not contemplated 
even as a possibility when the contract was originally nego¬ 
tiated in 1935, is to be regarded as permitted even though 
the supplying of gas for such underground storage should 
be subject to special conditions which, of course, could not 
have been foreseen during the original negotiations. 

Actually, the rate schedule does contain limiting lan¬ 
guage which clearly restricts Consolidated’s storage ac¬ 
tivities to the use of its then owned mechanical “storage 
holders.” Paragraph 3 of Article 11 of the schedule, 
quoted in full in the opinion, makes it plain that the opera¬ 
tion of such “storage holders,” subject to “temporary or 
permanent outage resulting from either unavoidable de¬ 
terioration or casualty,” was to be for the purpose of level¬ 
ing hourly variations of load during the day. 

The rate schedule calls upon Panhandle to deliver nat¬ 
ural gas, subject to such use by Consolidated of holder 
capacity “in accordance with the hourly and daily de¬ 
mands of the markets” of Consolidated. (Underscoring 
supplied.) This cannot, without unwarranted stretching, 
be interpreted as covering the taking of gas during the 
summer season for underground storage. 

But there are more compelling reasons why the public 
interest requires that a supplement be filed before the rate 
schedule can be considered as covering the proposed stor¬ 
age operations. And, in passing, it may be noted that at 
the time Consolidated first asked that the schedule be in¬ 
terpreted as permitting underground storage, the result 
would have been an immediate cut in the Company’s peak • 
demand requirements to a point considerably below the 
capacity built for its service. In fact, in connection with 
this earlier request, Consolidated’s witness admitted that, 
if the storage program -were to be permitted, it would be 
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reasonable to reduce the maximum capacity which Pan¬ 
handle was required to reserve for the Detroit market. j 

The fact is that proper use of underground storage should | 
be recognized as an increasingly important factor in the ; 
provision of southwestern gas for East North Central and 
Middle Atlantic markets. To assure the greatest public ! 
benefit, however, storage ought to be developed by the pipe 1 
line company itself or the rate schedules, under which dis- i 
tribution companies purchase gas for storage, should con¬ 
tain provisions enabling other customers to benefit from ; 
such seasonal storage operations. These provisions would 
include the requirement that the company having under¬ 
ground storage would take its greatest daily quantities of 
gas during the off-peak season and be ready to back off 
partially or altogether when cold weather creates high de- j 
mand conditions throughout the pipe line’s market area. 

Panhandle took this position at the time of the original ; 
request of Consolidated that its existing contract be inter¬ 
preted as permitting underground storage. It has held that j 
the rate schedule should be supplemented to cover storage j 
operations. 

The contract covering purchase of gas by the Michigan 
Gas Storage Company (Gas Storage) to provide for the re¬ 
quirements of Consumers Power Company (Panhandle 
Rate Schedule F.P.C. No. 113), accepted for filing by the ; 
Commission in April, 1946, provides an example of the kind 
of arrangement which assures other pipe line customers 
their fair share of the benefits of a storage program, j 
Under this contract Panhandle is obligated to make aver- \ 
age daily deliveries to Gas Storage at the rate of 85.000 j 
Mcf in April, 100,000 Mcf from May 1 to October 31, 40,000 
Mcf in November and a maximum of 30,000 Mcf during the 
four winter months until the storage fields have been 
brought up to original pressures. Thereafter Gas Storage 
will receive its entire supply of gas during the eight off- 


130 


Exhibit G. 

peak months, thus leaving the full winter capacity of the 
line available to meet the requirements of other pipe line 
customers. 

The importance of such provisions in a rate schedule 
covering sale of gas for underground storage was recog¬ 
nized by my fellow Commissioners in the following lan¬ 
guage from the Commission’s opinion herein: “While Con¬ 
solidated’s demand on Panhandle will be uniform through¬ 
out the year, ultimately Gas Storage will receive its annual 1 
supply of gas during an eight-month period, thus freeing 
30,000 Mcf per day of Panhandle’s capacity during the four 
winter months to help meet the demands of Panhandle’s 
other customers. Thus, utilization of the storage fields 
in Michigan will not only aid the two Michigan companies 
to expand their services but will also provide definite bene¬ 
fits to other customers of Panhandle. In addition, since 
the Panhandle-Gas Storage contract provides for the de¬ 
livery of natural gas to Panhandle by Gas Storage in the 
event of emergency, the dependability of Panhandle’s ser¬ 
vice to its other customers will be further increased.” 

This language makes very clear the contrast between the 
Gas Storage contract, with its provisions specifically de¬ 
signed to protect the public interest in underground stor¬ 
age operations, and the Consolidated contract which ob¬ 
viously lacks such provisions. In this connection it is signi¬ 
ficant that Consolidated interests have projected their 
Miehigan-Wisconsin pipe line program on a use of the Aus¬ 
tin field storage, for the benefit of all customers served by 
the line, similar to that embodied in the Panhandle-Michi- 
gan Gas Storage arrangement. Their very presentation 
of such use of storage, as an argument in favor of the 
soundness of their pipe line program, is by inference a 
condemnation of their position that Panhandle Rate Sched¬ 
ule F.P.C. No. 12, without further supplement, can be in¬ 
terpreted as providing in a satisfactory manner for under- 1 
ground storage. 
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i 

My colleagues make quite a point of our order of No-; 
vember 14, 1947, in Docket No. G-918, authorizing Consoli- j 
dated to ‘‘construct, install and operate facilities in the i 
Austin storage field for the storage therein and subsequent I 
withdrawal of natural gas produced outside of the State 
of Michigan,” and more particularly of our finding there¬ 
in that “Michigan Consolidated^ gas supply is adequate to ! 
meet the requirements of the operations therein author- j 
ized.” But it cannot be validly argued that, without amend¬ 
ment of Panhandle Rate Schedule FPC No. 12, this would 
permit Consolidated to take for its underground storage 
program any gas in excess of the amounts required to 
meet the actual hourly and daily fluctuations of its lawful \ 
load. i 

Before sanctioning any amendment to the existing rate 
schedule to permit Consolidated to take gas for under- I 
ground storage over and above such amounts, either then j 
or now, consideration should be given to the effect of such j 
order on the adequacy of service already being rendered to 
other Panhandle customers, in Michigan as well as in other | 
States, under existing rate schedules. A pipe line com- j 
pany’s rate structure must be viewed as an integral whole, ' 
establishing a pattern of service for each month of the j 
year, which should not be altered to the advantage of one 
customer at the expense of other customers except on the 
basis of a clear showing of discrimination. 

The Commission, at the time it authorized the construe- j 
tion and operation of Consolidated’s Austin field storage 
facilities for the storage of Panhandle gas, had before it 
evidence that the total requirements of the 194S-1949 stor- j 
age season would be approximately 3,500,000 Mcf. Fur¬ 
thermore, the evidence showed that Panhandle anticipated 
completion of the first half of the Group B facilities by 
June, 1948, representing an addition of approximately j 
40,000 Mcf to its delivery capacity. 
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But, since the Austin field line was authorized, Con¬ 
solidated has raised the claimed requirements of its stor¬ 
age program by more than 2,000,000 Mcf while the date 
for completion of Panhandle’s additional pipe line ca- : 
pacitv has been postponed to February, 1949. Thus, even 
though it is assumed that the Commission’s action in the 
Austin field line case, in spite of the lack of provision 
therefor in the applicable rate schedule, constituted an au¬ 
thorization to take gas from Panhandle for underground 
storage, such authorization cannot be deemed to be un¬ 
affected by the failure of the supply and requirements situ¬ 
ation forecast in the record to materialize. The adverse 
effect of such changed conditions cannot be thrust upon 
other customers whose service the Commission is bound 
to protect. 

In other words, the Commission’s finding in Docket No. 
G-918 of an adequate supply of gas for the Austin field 
storage program was made in terms of the record in that 
case. Consolidated’s right to go forward with such a 
program to the full extent of its claims, must, therefore, 
be considered as contingent upon Panhandle’s completion 
of the additional 40,000 Mcf of daily pipe line capacityJ 
To the extent that the decision in the present case limits 
Panhandle’s obligation to deliver gas to Consolidated dur¬ 
ing the balance of the storage season, it reflects an en¬ 
deavor of the Commission to take account of this fact. 
But I believe that the protection thus accorded to existing 
firm customers should be extended to include interruptible 
loads, because Consolidated, in claiming the right to store 
sufficient gas during the summer season to meet all of its 
winter peak requirements, is, in effect, claiming a new 
service without the procedure which the Natural Gas Act 
sets up to preserve the adequacy of existing service. 

In the first place, the Commission, in all its proceedings 
dealing with Panhandle’s curtailment programs, has 
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treated Consolidated as a partial requirements customer 
of the pipe line. In other words, the Commission has 
considered Consolidated’s large manufactured gas ca¬ 
pacity as an independent source of supply for the Detroit 
area, corresponding with the supplies of gas which such 
other Panhandle customers as East Ohio Gas Company,! 
Ohio Fuel Gas Company, and Texas Gas Transmission 
Company obtain from other pipe lines or local produc¬ 
tion. The right of the company to use its manufactured j 
gas capacity for peak shaving is specifically recognized j 
in its rate schedule. 1 It is now claiming, however, that i 
the rate schedule entitles it to take supplies of gas for j 
summer storage, over and above the amounts required to i 
meet the hourly and daily fluctuations of its lawful market, 
sufficient to displace the amounts which it has heretofore 
manufactured in the winter. 

In the second place, the Commission by formal order 

authorizing the Michigan-Wisconsin pipe line, upheld by 

the U. S. Circuit Court of Appeals for the District of 

Columbia, has recognized Panhandle’s pattern of service 

to Consolidated as involving daily takes ranging from ap- , 

proximately 65,000 Mcf in the summer to 125,000 Mcf in 

the winter and totalling some 32,000,000 Mcf per year, j 

This is the measure of the share of the Detroit market to i 

which the Commission has held Panhandle to be entitled j 

under its certificates of convenience and necessity. Yet, i 

my fellow Commissioners have now found that the rate 

schedule, without amendment, permits Consolidated, in 
_ i 

1 Article XI, paragraph 4, provides in part that “Seller recog¬ 
nizes and agrees that notwithstanding the covenant that Buyer will 
purchase from Seller all its natural gas requirements, Buyer may use ; 
its present generating plants from time to time to manufacture gas j 
substantially equivalent in heat units to natural gas, to assist in level- j 
ing those peak demands which would otherwise increase the cost of j 
gas under this agreement * * i 
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connection with its storage program, to require Panhandle 
to deliver annually to the Detroit market as much as 40 
per cent more gas than was previously established as Pan¬ 
handle’s pattern of service under the same rate schedule. 

Panhandle’s pattern of service to Consolidated’s De¬ 
troit market has, of course, been progressively modified 
since the date of the Michigan-Wisconsin decision, due to 
the permissible growth of Consolidated’s load under the 
existing rate schedule. But the evidence in the instant 
proceeding indicates that the distribution company’s 
Austin field storage program calls for the taking from 
Panhandle during 1948 of some 6,000,000 Mcf more gas 
than it could otherwise take under the plain terms of that 
rate schedule. This is a new service for which, in my 
judgment, it may not legally take gas without an amend¬ 
ment to Panhandle Rate Schedule FPC No. 12, providing, 
among other things, protection for the interests of the 
other pipe line customers. 

In conclusion, therefore, it is my view that, in order 
to legalize the delivery of gas by Panhandle for storage 
in the Austin field, without discrimination against other 
customers entitled to service under existing rate schedules, 
the Commission should direct the pipe line company to 
file a supplement to its Rate Schedule FPC No. 12, pro¬ 
viding specifically for such service and, in addition, that 

(1) Until completion of additional pipe line ca¬ 
pacity, Consolidated is entitled only to so much gas 
for underground storage as may be taken without cur¬ 
tailment of other customers of the pipe line; 

(2) Upon completion of the additional pipe line ca¬ 
pacity and delivery at Detroit throughout a full stor¬ 
age season of the full amounts which it claims under 
its rate schedule, Consolidated shall reduce its take 
during the four winter months by a substantial per- 
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j 

centage, following the general pattern of the Gas Stor¬ 
age rate schedule with such modifications as required 
to take account of the relationship between the stor¬ 
age capacity of the fields and the load characteristics;! 

(3) After Consolidated’s storage fields have been 
brought up to original field pressures, the company j 
shall additionally reduce its take during any emer-1 
gency to not to exceed the amounts which, when added | 
to the full delivery capacity of the Austin field line S 
and its manufactured gas plants, will be sufficient to 
meet its firm Detroit requirements. 

I In reaching any conclusion as to the relative priority of | 
the Consolidated storage program, as compared with the 
requirements of the other customers of Panhandle, it must j 
be borne in mind that Consolidated has chosen to build i 
its own pipe line to the southwest and that the presently 
authorized use of the Austin field for storage of Pan- i 
handle gas is set up only as an emergency stop-gap until j 
the line is completed. Thereafter it may reduce its annual ; 
take from Panhandle by about 35,000 Mcf per day and 
15,000,000 Mcf per year. It would hardly seem equitable 
to curtail Panhandle’s permanent customers, interruptible 
or firm, in order to provide a new service of such a tem¬ 
porary nature. 


Leland Olds, Commissioner j 

I 

i 

i 



August 2,1948. 
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PANHANDLE EASTERN PIPE LINE COMPANY 
1221 Baltimore Ave. 

Kansas City 6, Mo. 


August 4, 1948 

Federal Power Commission 
1800 Pennsylvania Avenue, N. W. 

Washington 25, D. C. 

Gentlemen: 

We enclose herewith for filing two copies of a supple¬ 
ment to Panhandle Eastern Pipe Line Company’s Rate 
Schedule FPC No. 12 which we are submitting in com¬ 
pliance with Paragraph (F) of the Commission’s order 
issued July 17, 1948 at Dockets Nos. G-1023, etc. 

In accordance with the purpose and intent of such order, 
we request that this supplement be made effective as of 
May 12, 1948, the date upon which, as found by the Com¬ 
mission in its opinion No. 166, Michigan Consolidated Gas 
Company first took natural gas from the pipe line of Pan¬ 
handle Eastern Pipe Line Company at Detroit for trans¬ 
mission to its underground storage fields. 

An estimate of sales and revenues by months, for the 
first twelve months of service under this supplement, can¬ 
not be furnished because of the lack of reliable data as to 
the volumes of gas which will be taken during such period 
by Michigan Consolidated Gas Company for its storage 
operations. It is expected, however, that the volumes of 
gas delivered to Michigan Consolidated Gas Company for 
the day-to-day requirements of Detroit will follow the 
pattern of deliveries (mentioned in the Commission’s opin¬ 
ion No. 166 at pages 41-42) which Michigan Consolidated 
Gas Company could lawfully take under the limitations 
set forth in Supplement No. 5 to Panhandle Eastern Pipe ! 
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Line Company’s Bate Schedule FPC No. 12, which the 
Commission sought to enforce in its action brought against 
Michigan Consolidated Gas Company and Panhandle East¬ 
ern Pipe Line Company in the United States District Court 
for the Eastern District of Michigan, Southern Division, 
Cause No. 6868. j 

This supplement makes available to Michigan Consoli¬ 
dated Gas Company at Detroit natural gas for its storage 
operations at the same rates upon which Panhandle East¬ 
ern Pipe Line Company delivers gas to its other cus- j 
tomers for underground storage. No change is made in 
the rates for gas delivered to Michigan Consolidated Gas 
Company to supply the day-to-day requirements of the j 
City of Detroit. 

The separation for billing purposes of the supply of j 
gas for storage operations from the supply of gas for j 
the day-to-day requirements of Detroit is supported by the j 
Commission’s finding in its opinion No. 166 that the sup¬ 
ply of gas for storage operations is a new service <not | 
heretofore rendered, which materially affects service to i 
other existing customers, and by the provision of the Com¬ 
mission’s order which requires that such natural gas be 
supplied without restriction as to the locality within which 
it may be distributed and resold by Michigan Consolidated • 
Gas Company throughout its system. 

In this connection, however, Panhandle Eastern Pipe 
Line Company specifically excepts to the Commission’s j 
conclusion of law (Page 38 of Opinion 166) that “under 
the language of the contract of August 31, 1935, as 
amended, Consolidated is entitled to take gas from Pan- ; 
handle for purposes of underground storage and subse- j 
quent sale and distribution in the Detroit area” and re¬ 
spectfully submits that such conclusion is without support i 
in the record and is contrary to law. Such conclusion is 
directly contrary to the express provision in the contract 


i 
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of August 31, 1935 that Panhandle Eastern Pipe Line 
Company is obligated to deliver natural gas at Detroit 
only “in accordance with the hourly and daily demands of 
the markets of buyer ,*' 9 such “markets” being defined else¬ 
where in said contract as being the communities within 
the Detroit area. 

This supplement is tendered for filing on the express 
condition that, by so doing, Panhandle Eastern Pipe Line 
Company does not waive its right under Section 19 of the 
Natural Gas Act to seek review of the provisions of Para¬ 
graph (F) of the Commission’s order issued July 17,1948 
at Dockets Nos. G-1023, G-1029, G-1031 and G-1013 in the 
event that this supplement is not permitted to take effect 
as requested. 

A copy of this letter and of this supplement is being 
sent today to Michigan Consolidated Gas Company by air 
mail, special delivery. 

Very truly yours, 

PANHANDLE EASTERN PIPE LINE COMPANY 

Original Signed by 

By E. Buddrus 

E. Buddrus, President 
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UNITED STATES OF AMERICA 
FEDERAL POWER COMMISSION 


SUPPLEMENT NO. TO 


PANHANDLE EASTERN PIPE LINE COMPANY 
RATE SCHEDULE FPC NO. 12 


Provisions Relating to the Sale and Delivery of Natural i 
Gas for Underground Storage to Michigan Consoli¬ 
dated Gas Company at Detroit. 


i 


Issued in Compliance with an Order of the Federal Power 
Commission Dockets Nos. G-1023, etc. entered 

July 17, 1948. 


Effective Date—May 12, 1948. 
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UNITED STATES OF AMERICA 
FEDERAL POWER COMMISSION 
SUPPLEMENT NO. TO 

PANHANDLE EASTERN PIPE LINE COMPANY 
RATE SCHEDULE FPC NO. 12 

1. All provisions in Panhandle Eastern Pipe Line 
Company’s Rate Schedule FPC No. 12, including any con¬ 
tract on file with the Federal Power Commission as a part 
of said rate schedule and any supplement thereto, which 
are inconsistent with the provisions of this supplement are 
hereby superseded. Herein the term 4 ‘Company” means 
Panhandle Eastern Pipe Line Company, the term “Util¬ 
ity” means Michigan Consolidated Gas Company and the 
term “City of Detroit” means the City of Detroit, Michi¬ 
gan and its environs, commonly known as the metropolitan 
area of Detroit, Michigan. 

2. Subsequent to May 12, 1948, natural gas supplied by 
Company to Utility on a firm basis (i. e. not supplied un¬ 
der the terms and conditions of Company’s Schedule Rd-2 
applicable to interruptible service) may be used not only 
for the day-to-day requirements of the City of Detroit but 
also may be placed in underground storage by Utility with¬ 
out any restriction as to the locality within which such 
natural gas may be distributed and resold by Utility 
throughout its system after being placed in such under¬ 
ground storage. 

3. The aggregate volume of gas delivered by Company, 
subject to the provisions of Supplement No. 11 to Com¬ 
pany’s Rate Schedule FPC No. 12, to Utility for the day- 
to-day requirements of the City of Detroit, subject to the 
limitation contained in Supplement No. 5 to Company’s 
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Bate Schedule FPC No. 12, and of gas delivered by Com¬ 
pany to Utility for Utility’s underground storage opera¬ 
tions shall not exceed on any one day one hundred twenty- 
five million cubic feet. 

4. On or before the 5th day of each calendar month, 
Utility shall render to Company a statement showing for 
the preceding calendar month the daily volumes of gas 
received from Company which were diverted by Utility at 
its River Rouge Plant located at Melvindale, Michigan for 
Utility’s underground storage operations, including gas 
used for compressor engine fuel. 

5. On or before the 10th day of each calendar month, 
Company shall render to Utility a separate statement 
and bill for gas delivered during the preceding calendar 
month to Utility which was used for Utility’s storage 
operations. The amount due for such gas delivered to 
Utility for Utility’s storage operations shall be computed 
separately in accordance with the provisions of Company’s 
Rate Schedule Gd-1 set forth in Supplement No. 5 to 
Company’s Rate Schedule FPC No. 12. 

6. On or before the 10th day of each calendar month, 
Company shall render to Utility a separate statement and 
bill for gas delivered during the preceding calendar month 
to Utility which was used to supply the day-to-day re¬ 
quirements of the City of Detroit. The amount due for 
such gas delivered to Utility to supply the day-to-day re¬ 
quirements of the City of Detroit shall be computed sepa¬ 
rately in accordance with the provisions of Company’s 
Rate Schedule Gd-1 set forth in Supplement No. 5 to Com¬ 
pany’s Rate Schedule FPC No. 12. 

7. In computing the “daily base load” to be used in 
determining the payments due to Company from Utility 
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for gas delivered for Utility’s storage operations, there 
shall be excluded all gas delivered by Company to Utility 
for the day-to-day requirements of the City of Detroit and, 
likewise, in computing the “daily base load” to be used 
in determining the payments due to Company from Utility 
for all gas delivered by Company to Utility to supply the 
day-to-day requirements of the City of Detroit, there shall 
be excluded all gas delivered by Company to Utility for 
Utility’s storage operations. 

8. This supplement and all the provisions hereof shall 
be effective for the period from May 12, 1948, to and in¬ 
cluding December 31, 1951, and shall expire by operation 
of its own terms at 12:00 P. M. December 31, 1951. 

Issued by: 

Original Signed by 
E. Buddrus 
E. Buddrus, President 


Effective Date—May 12,1948. 


Issued in Compliance with 
an Order of the Federal 
Power Commission Dockets 
Nos. G-1023, etc. entered 
July 17, 1948. 
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UNITED STATES OF AMERICA 
FEDERAL POWER COMMISSION 


In the Matter of 

Panhandle Eastern Pipe Line 
pany, et al. 

City of Grand Rapids, et al. 

v. 

Michigan Consolidated Gas Com- 1 
pany, et al. /. i 

APPLICATION OF PANHANDLE EASTERN PIPE 
LINE COMPANY FOR MODIFICATION OF ORDERS I 
OR, IN THE ALTERNATIVE, FOR REHEARING. 

i 

Comes now Panhandle Eastern Pipe Line Company 
(“Panhandle”) and files its application for modification \ 
of the orders heretofore entered by the Commission on 
July 17, 1948 and August 6, 1948 in the above-numbered j 
dockets or, in the alternative, files its application for re- j 
hearing herein and in support thereof respectfully sub- j 
mits: 

i 

1. Panhandle is aggrieved by the Commission’s order i 
issued July 17, 1948 in the above-entitled dockets, par¬ 
ticularly, by Paragraph (A), (B), (F) and (G) thereof, 
and sets forth the following specific objections as the 
grounds upon which this application is based: 

(a) The requirement of Paragraph (A) of said 
order that Panhandle increase its obligation to de- 


Com- 


Docket No. G-1023 


Docket No. G-1013 
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liver gas to Ohio Fuel Gas Co. at the Maumee delivery 
point from 5,000 Mcf. of natural gas per day to 
15,000 Mcf. of natural gas per day is not supported 
by substantial evidence in the record, is not supported 
by any finding of the Commission that such increased 
sale and delivery of gas to Ohio Fuel Gas Co. at that 
point of delivery will not impair Panhandle’s ability to 
render adequate service to its customers, and is with¬ 
out warrant in law or in fact in that the evidence of 
record shows that to make such increased sale and 
delivery of gas to Ohio Fuel Gas Co. at Maumee would 
impair Panhandle’s ability to render adequate service 
to its customers east of its Edgerton station, all con¬ 
trary to the provisions of Section 7(a) of the Natural 
Gas Act. 

(b) The requirement of Paragraph (B) of said 
order that Panhandle deliver to Michigan Consoli¬ 
dated Gas Company (“Consolidated”) a specified per¬ 
centage of all gas available after making deliveries to 
all of its other customers except Michigan Gas Stor¬ 
age Company (“Storage Company”) east of its 
Edgerton compressor station, pursuant to the provi¬ 
sions of the effective tariffs and contracts, is not sup¬ 
ported by substantial evidence in the record and is 
based on the Commission’s erroneous conclusion of 
law set forth in its Opinion No. 166 (p. 38) that 
“under the language of the contract of August 31, 
1935, as amended, Consolidated is entitled to take gas 
from Panhandle for purposes of underground stor¬ 
age and subsequent sale and distribution in the De¬ 
troit area.” The Commission erred in adopting said 
conclusion. It is without basis in law’ or fact and 
therefore arbitrary and capricious. It should be cor¬ 
rected on rehearing or by appropriate modification of 
the order without rehearing. 
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i 

(c) The requirement of Paragraph (B) of said 
order that Panhandle deliver to Consolidated a speci¬ 
fied percentage of all gas available after making deliv¬ 
eries to all of its other customers except Storage 
Company east of its Edgerton compressor station, 
pursuant to the provisions of the effective tariffs and 
contracts, is contrary to the provisions of Supplement 
No. 5 to Panhandle’s Rate Schedule FPC No. 12 
limiting the right of Consolidated to take gas from. 
Panhandle for resale to large industrial customers; 
and grants Consolidated an undue preference and 
subjects Panhandle and its other customers to undue; 
prejudice or disadvantage contrary to the provisions! 
of Section 4 of the Natural Gas Act. Said provisions! 
of said Supplement No. 5 (mentioned at Page 38 of 
Opinion No. 166 but not discussed) are in full force! 
and effect and were the basis of the Commission’s! 
action brought against Consolidated and Panhandle 
in the United States District Court for the Eastern I 
District of Michigan, Southern Division, Cause No. i 
6868. Said provisions of said Supplement No. 5, if en- j 
forced, would preserve the pattern of summer deliv- i 
eries by Panhandle to Consolidated (particularly “the i 
normal valley in Consolidated’s load”) mentioned by 
the Commission at Pages 41-42 of Opinion No. 166 
as the basis upon which important orders were issued 
by the Commission in other dockets, and the Commis¬ 
sion’s order in this case should be consistent with said 
provisions of Supplement No. 5 in order to avoid ; 
undue discrimination in favor of Consolidated against 
other customers of Panhandle whose right to receive 
gas from Panhandle is subject to similar limitations. I 

(d) The requirement of Paragraph (B) of said i 
order that Panhandle deliver to Consolidated a speci- 
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fed percentage of all gas available after making 
deliveries to all of its other customers except Storage 
Company east of its Edgerton compressor station, 
pursuant to the provisions of the effective tariffs and 
contracts, is arbitrary, capricious and without warrant 
in the record in that it is not supported by substantial 
evidence nor has the Commission made the essential 
statutory finding, that the service contemplated 
thereby would not impair Panhandle’s ability to render 
adequate service to its customers, required by Sec¬ 
tion 7(a) of the Natural Gas Act. Such requirement 
imposes upon Panhandle the obligation to undertake 
a new service involving the delivery and sale of natural 
gas to Consolidated in excess of the volumes which 
Panhandle is otherwise obligated to supply, when to 
do so would impair Panhandle’s ability to render 
adequate service to its customers, all contrary to the 
provisions of Section 7(a) of the Natural Gas Act. 

(e) The requirements of Paragraph (F) and (G) 
of said order are not supported by substantial evi¬ 
dence in the record and are based on the Commission’s 
erroneous conclusion of law set forth in its Opinion 
No. 166 (Page 38) that “under the language of the 
contract of August 31,1935, as amended, Consolidated 
is entitled to take gas from Panhandle for purposes 
of underground storage and subsequent sale and dis¬ 
tribution in the Detroit area”. Said conclusion of law 
is in error. It should be corrected on rehearing or 
by appropriate modification of the order without re¬ 
hearing. 

(f) The requirements of Paragraphs (F) and (G) of 
said order are arbitrary, capricious and without war¬ 
rant in the record in that they are not supported by 
substantial evidence nor has the Commission made 
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i 

the essential statutory finding that the service con-1 
templated thereby would not impair Panhandle’s 
ability to render adequate service to its customers, 
required by Section 7(a) of the Natural Gas Act. j 
Such requirements impose upon Panhandle the obli- i 
gation to undertake a new service involving the de¬ 
livery and sale of natural gas to Consolidated for j 
distribution in communities not previously supplied i 
with gas from Panhandle’s system, when to do so i 
would impair Panhandle’s ability to render adequate I 
service to its customers, all contrary to the provi- j 
sions of Section 7(a) of the Natural Gas Act. 

2. Panhandle is aggrieved by the Commission’s order ' 
issued August 6, 1948 in the above entitled dockets on 
all of the grounds and objections set forth in Paragraph 1 
above and also on the following grounds: i 

(a) The rejection by the Commission of Panhandle’s 
supplement to its Rate Schedule FPC No. 12, sub- 

. mitted for filing August 5, 1948, is not authorized j 
by any provision of the Natural Gas Act and is con¬ 
trary to the provisions of Sections 4 and 5 thereof. 

(b) The rejection by the Commission of Pan- I 
handle’s supplement to its Rate Schedule FPC No. 12, j 
submitted for filing August 5, 1948, was arbitrary and 
capricious and a denial of due process of law in viola¬ 
tion of the rights guaranteed to Panhandle by the j 
Fifth Amendment to the Constitution of the United 
States. 

(c) The action of the Commission, in fixing by 
said order the terms and conditions of Supplement 
No. 12 to Panhandle’s Rate Schedule FPC No. 12 
without any finding in accordance with the require¬ 
ments of Section 5(a) of the Natural Gas Act after j 

i 

l 
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hearing that Panhandle’s supplement to its Rate 
Schedule FPC No. 12, submitted for filing August 5, 
1948, was unjust, unreasonable, unduly discriminatory 
or preferential in any respect, was without authority 
in the Natural Gas Act, contrary to law and amounted 
to a denial of due process of law in violation of the 
rights guaranteed to Panhandle by the Fifth Amend¬ 
ment to the Constitution of the United States. 

Moreover, such action denies Panhandle the right 
to file a rate schedule covering a new service as re¬ 
quired by the Natural Gas Act and the provisions of 
the general rules and regulations of the Commission 
relating to the filing of rate schedules (Section 154.1 
et sequi) in force January 1, 1948, as amended and 
supplemented. Additionally, such action grants Con¬ 
solidated an undue preference and subjects Panhandle 
and its other customers to undue prejudice or disad¬ 
vantage contrary to the provisions of Section 4 of the 
Natural Gas Act. 

Wherefore, Panhandle respectfully requests that: • 

1. The said order of July 17, 1948 be modified by strik¬ 
ing therefrom Paragraph (A) thereof. 

2. The said order issued July 17, 1948 be modified by 
setting forth in Paragraph (B) thereof, in lieu of the per¬ 
centage formula, (a) the specific volumes of gas which 
Panhandle is required to supply to Consolidated for the 
day-to-day requirements of the Detroit area, said volumes 
to be fixed in accordance with Panhandle’s pattern of sum¬ 
mer deliveries at Detroit mentioned by the Commission on 
Pages 41-42 of Opinion No. 166 and by Commissioner Olds 
at Page 9 of his dissenting opinion; and (b) the extent to 
which Panhandle is required to undertake, as a new service 
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imposed and limited by the minimal needs of the public 
interest involved, to supply gas to Consolidated for its 
underground storage operations, having regard for the 
requirements of Panhandle’s existing customers. 

3. The said order of July 17, 1948 be modified by strik¬ 
ing therefrom Paragraph (F) and the following language; 
of Paragraph (G), to wit, “is granted to the extent set 
forth in Paragraph (F) of this order; in all other re¬ 
spects the petition.” 

i 

j 

4. The said order issued August 6, 1948 be modified by i 
providing therein that the supplement to Panhandle’s Rate 
Schedule FPC No. 12, submitted for filing by Panhandle 
on August 5, 1948, be accepted for filing and permitted to 
take effect as of May 12, 1948, and by striking from said 
order issued August 6, 1948 all provisions thereof incon- j 
sistent with the modification requested herein. 

i 

5. Under the provisions of Section 19(a) of the Natural j 
Gas Act, the modifications' of said orders requested above I 
be made without further hearing herein. 

6. In the alternative, however, and without waiving its 
request for the modifications requested above without 
hearing, Panhandle be granted a rehearing in the above- 
entitled dockets. 

Respectfully submitted, 

Panhandle Eastern Pipe Line Company 
By /s/ Leslie T. Fournier 

Vice President 
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District op Columbia) ss. 

Leslie T. Fournier, first being duly sworn, on oath says 
that he is Vice-President of Panhandle Eastern Pipe Line 
Company, applicant herein; that he has read the foregoing 
application and knows the contents thereof and that the 
same is true of his own knowledge. 

/s/ Leslie T. Fournier 

Sworn to and subscribed to before 
me by Leslie T. Fournier this 
13th day of August, 1948. 

/s/ Abe Fribush 
Notary Public 

(Seal) 


Robert P. Patterson 
One Wall Street 
New York 5, New York 

John S. L. Yost 
120 Broadway 
New York 5, New York 

D. H. Culton 

Barfield Building 
Amarillo, Texas 

John W. Scott 

Harry S. Littman 
1025 Vermont Avenue, N. W. 
Washington 5, D. C. 

Attorneys for Panhandle Eastern Pipe 
Line Company. 
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Certificate of Service 

I hereby certify that I have this day served the fore¬ 
going Application of Panhandle Eastern Pipe Line Com-j 
pany for Modification of Orders or, in the Alternative, for I 
Rehearing, by mailing a copy thereof properly addressed 
to each of the following: 


D. H. Frazer, Jr. 

26 East Michigan Avenue 
Battle Creek, Michigan 
For Battle Creek Gas Com¬ 
pany 

Herbert M. Livingston 
National Bank Building 
Bloomington, Illinois 
For Central Illinois Electric 
and Gas Company, Citizens 
Gas Company ( Tuscola, Il¬ 
linois), Illinois Power Com¬ 
pany 

Robert R. Batton 
First National Bank 
Building 
Marion, Indiana 
Carl E. Hartley 
300 East Main Street 
Muncie, Indiana 
For Central Indiana Gas 
Company 

Walter J. Milde 
1759 Union Commerce 
Building 
Cleveland, Ohio 
William A. Dougherty 
C. W. Cooper 
30 Rockefeller Plaza 
New York, New York 
For East Ohio Gas Com¬ 
pany 


Edmond W. Hebei 
110 North Illinois Street 
Indianapolis, Indiana 
For Indiana Gas & Water 
Company, Incorporated 

R. M. Sandidge 
Owensboro, Kentucky 
For Kentucky Natural Gas 
Corporation 

Robert R. Batton 
First National Bank 
Building 
Marion, Indiana 
John E. Fell 
Armstrong Landon 
Building 

Kokomo, Indiana 
For Kokomo Gas and Fuel 
Company 

Donald R. Richberg 
815—15th Street, N. W. 
Washington, D. C. 

Charles V. Shannon 
Stanley M. Morley 
Wheat, May and Shannon 
520 Shoreham Building 
Washington, D. C. 

For Michigan Consolidated 
Gas Company 
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Arthur E. Palmer 
c/o Winthrop, Stimson, 
Putnam & Roberts 
32 Liberty Street 
New York, New York 
A. H. Aymond 
Jackson, Michigan 
For Michigan Gas Storage 
Company 

J. D. James 

Jefferson, City, Missouri 
For Missouri Power and 
Light Company 

John C. Lawyer 
5305 Hohman Avenue 
Hammond, Indiana 
For Northern Indiana 
Public Service Company 

Freeman T. Eagleson 
16 East Broad Street 
Columbus, Ohio 
Milton C. Baldridge 
Room 2900 
61 Broadway 
New York, New York 
For The Ohio Fuel Gas 
Company 

C. B. Melton 
120 South Lynn Street 
Bryan, Ohio 
For Ohio Gas Company 

Robert B. Batton 
First National Bank 
Building 
Marion, Indiana 
William R. Reller 
Second National Bank 
Building 

Richmond, Indiana 
For Richmond Gas 
Corporation 


Messrs. Beaumont, Smith & 
Harris 

11th Floor—Ford Building 
Detroit, Michigan 
For Michigan Manufac¬ 
turers Ass } n . 

R. R. Wagner 
Edison Building 
Toledo, Ohio 
For Toledo Edison 
Company 

Julian De Bruyn Kops 
Roy D. Boucher 
915 Gas and Electric 
Building 
Dayton 1, Ohio 
For Western Ohio Public 
Service Company and 
Dayton Power and Light 
Company ■ 

Edward Burling 
Edward McElwain 
Clifford Stratton 
701 Union Trust Building 
Washington, D. C. 

For Union Gas Company of 
Canada, Ltd. 

Sherman C. Ward 
Acting Counsel 
Public Service Commission 
of New York 
Gov. Alfred E. Smith 
State Office Bldg. 

Albany, New York 
For Public Service 
Commission of New York 

Lawrence W. Cannon 
401 State House 
Indianapolis, Indiana 
For Public Service 
Commission of Indiana 


153 




i 


i 


i 

Certificate of Service 


Warren Henry 
230 Centennial Building 
Springfield, Illinois 
For Illinois Commerce 
Commission 

Raymond J. Kelly 
James H. Lee 
301 City Had 
Detroit, Michigan 
For City of Detroit 

Hugh S. Jenkins 
Harry G. Fitzgerald, Jr. 
State Capitol 
Columbus 15, Ohio 
For Public Utilities 
Commission of Ohio 

Dale H. Fillmore 
City HaH 

Dearborn, Michigan 
For City of Dearborn 

F. Roland Allaben 
408 Federal Square 
Building 

Grand Rapids, Michigan 
John M. Dunham 
City Attorney 
City Hall 

Grand Rapids, Michigan 
George S. Norcross 
300 Michigan Trust 
Building 

Grand Rapids, Michigan 
Julius H. Amberg 
500 Michigan Trust 
Building 

Grand Rapids, Michigan 
Harold S. Sawyer 
Michigan Trust Building 
Grand Rapids, Michigan 
Bethel B. Kelley 
Penobscot Building 
Detroit, Michigan 
For the City of Grand 
Rapids 


William J. Balgooyen 
Donald Ganileges Building 
Muskegon Heights, 
Michigan 

For the City of Muskegon 
Heights, Michigan 

i 

C. Farmer 

National Lumbermen’s 
Bank Bldg. 

Muskegon, Michigan 
For the City of Muskegon 

James N. McNally 
Tilden M. Gallagher 
1018 Majestic Building 
Detroit 26, Michigan 
For Wayne County, 

Michigan j 

I 

Charles M. Love, Jr. 

Security Building 
Charleston, West Virginia j 
H. J. Wagner 
State Capitol 
Charleston, West Virginia 
For Public Service Com¬ 
mission of West Virginia 

\ 

; 

Frank F. Truscott 
City Solicitor, Department 
of Law 

City Hall Annex 
Philadelphia, Penna. 

For the City of Philadelphia 

Thomas B. K. Ringe 
John P. Bracken 
Frank L. Luce 
123 S. Broad Street 
Philadelphia, Penn¬ 
sylvania 

For Philadelphia Gas 
Works, The City of Phila¬ 
delphia and the Gas Com¬ 
mission of Philadelphia 
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Henry M. Braestle 
Robert White 
214 City Hall 
Cincinnati, Ohio 
For the City of Cincinnati 

James W. Williams 
526 Mutual Building 
Lansing, Michigan 
Archie C. Fraser 
State Capitol 
Lansing, Michigan 
For Michigan Public 
Service Commission 

Robert M. Morgan 
Assistant Director of Law 
Cleveland, Ohio 
For the City of Cleveland 

Charles V. O’Hern 
Lehman Building 
Peoria, Illinois 
For Central Illinois Light 
Company 

Central Illinois Public 
Service Company 
607 East Adams Street 
Springfield, Illinois 
The Albion Gas Light 
Company 

308 South Superior Street 
Albion, Michigan 
Donald E. Montgomery 
1129 Vermont Avenue, 

N. W. 

Washington, D. C. 

For United Automobile 
Workers, C. I. 0. 

Harold Goodman 
526 Dime Building 
Detroit, Michigan 
For International Union of 
Auto Workers 


J. Ross Gamble 
Leighton & Gamble 
1518 K Street, N. W. 
Washington, D. C. 

J. D. Head 

Elkins, Weems & Francis 
Esperson Building 
Houston, Texas 
For Texas Eastern Trans¬ 
mission Corporation 

Milton G. Baldridge 
J. C. Peterson 
800 Union Tfust Building 
Pittsburgh, Penna. 

For Manufacturers Light 
and Heat Company, et al. 

W. Pitt Gifford 
615 Masonic Temple 
Building 
Erie, Penna. 

For United Natural Gas 
Company 

J. H. Hollands 
Marine Building 
Buffalo, New York 
For Iroquois Gas 
Corporation 

John P. Randolph 
R. E. Duffy 

Public Service Commission 
of Missouri 

Jefferson City, Missouri 
For Public Service Com¬ 
mission of Missouri 

Frank B. Edwards 
Mexico, Missouri 
For Harbison-Walker Re¬ 
fractories Company, et al. 
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R. P. Harold 
Winchester, Indiana 
For Anchor Hocking Glass 
Corporation 

Joe Skubitz 
1406 G Street, N. W. 
Washington, D. C. 

For The W. J. Small 
Company 

Donald G. Welch 
J. F. Hoffman 
Bureau of Mines 
Washington, D. C. 

Robert C. May 
Wheat, May & Shannon 
Shoreham Building 
Washington, D. C. 

For Tennessee Gas Trans¬ 
mission Corp. 


E. K. Scheiter, Executive 
Vice President 
A. E. Staley Manufactur¬ 
ing Company 
Decatur, Illinois 

Lambert McAllister 
Kenneth W. Wagner 
Samuel W. Jensch 
Oscar E. Reed 
Hurley-Wright Building 
1800 Pennsylvania Ave., 
N. W. 

Washington, D. C. 

For the Federal Power 
Commission 


Dated at Washington, D. C. this 16th day of August, 1948. 

/s/ John WT. Scott 
John W. Scott 

Attorney for Panhandle Eastern 
Pipe Line Company 


[10730] 
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j 

IN THE ! 


United States Court of Appeals j 

i 

FOB THE DlSTBICT OF COLUMBIA ClBCUIT. 


No. 


Michigan Consolidated Gas Company, a Corporation, 

Petitioner, 


v. 


Federal Power Commission, Respondent. 


PETITION FOR REVIEW. 


To the United States Court of Appeals for the District of 
Columbia Circuit and the Honorable Justices Thereof: 

Comes now Michigan Consolidated Gas Company (here¬ 
inafter termed “Petitioner”) and respectfully petitions 
this Honorable Court to review and set aside the follow¬ 
ing opinions and orders of the Federal Power Commis¬ 
sion: 

Opinion No. 166 issued July 17, 1948, copy of which 
is Exhibit 1 hereto and made part hereof (Appendix, 
pp. 1-44); 
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Paragraphs (A), (B) and (C) of an order dated 
July 17, 1948, copy of which is included in Exhibit 1 
hereto (Appendix, pp. 53-55); 

Order of July 22, 1948, copy of which is Exhibit 2 
hereto and made part hereof (Appendix, pp. 65-66); 

Order of July 23, 1948, copy of which is Exhibit 3 
hereto and made part hereof (Appendix, pp. 67-68); 

Opinion No. 166-A issued August 25, 1948, copy of 
which is Exhibit 4 hereto and made part hereof (Ap¬ 
pendix, pp. 69-72); 

Order of October 12, 1948, copy of which is Exhibit 
5 hereto and made part hereof (Appendix, pp. 73-74). 

By Opinion No. 166 and the provisions of the order of 
July 17, 1948, here under review, the Commission under- ; 
took to expropriate a substantial portion of the natural 
gas supplies which Petitioner is admittedly entitled to ob¬ 
tain from Panhandle Eastern Pipe Line Company (here¬ 
inafter termed “Panhandle”) at Detroit and to make such , 
gas available to other customers of Panhandle. Such ex¬ 
propriation was made retroactive to May 15, 1948 and 
to continue in effect until October 31, 1948. 

The orders of July 22 and 23, 1948 made effective sup¬ 
plemental rate schedules filed by Panhandle in purported 
compliance with said Opinion No. 166 and the provisions 
of the order of July 17, 1948, here under review. These 
orders were adopted by the Commission ex parte and de¬ 
spite Petitioner’s telegraphic requests for an opportunity , 
to be heard with respect to the supplement to Panhandle’s 
rate schedule providing for deliveries to Petitioner. 

Being aggrieved by the Commission’s aforesaid orders, 
Petitioner, on August 16, 1948, filed an application for 
rehearing thereon in conformity with the requirements of 
the Natural Gas Act. The Commission took no action with 
respect to such petition, which, by operation of Section 
19(a) of the Act, was automatically denied at the expira¬ 
tion of thirty days. 
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On August 25, 1948, while the above application for 
rehearing was still pending, the Commission issued ex parte 
its Opinion No. 166-A. In said opinion, the Commission 
stated that it had been informed by letter from Panhandle 
that Petitioner was asserting its contractual rights to have 

Panhandle reimburse it for costs incurred in manufactur- 

| 

ing gas to make up for the deficit in Panhandle’s deliv¬ 
eries of natural gas; and by said opinion the Commis¬ 
sion undertook to determine, without any notice or oppor¬ 
tunity for hearing to Petitioner, that the assertion of such 
claim by Petitioner constituted a violation of the above- 
mentioned orders and of the Natural Gas Act 
Petitioner, on September 13, 1948, filed an application 
for rehearing with respect to said opinion No. 166- A, 
pointing out, inter alia, that there had been no suggestion 
in the orders or in the hearing that Panhandle’s obligation 
to reimburse Petitioner for the costs of manufacturing gas 
would be affected in any way, and that, in any event, the 
Commission could not properly order Petitioner not to 
assert what it believed to be a valid contractual claim 
against Panhandle for liquidated damages. I 

By order of October 12, 1948, the Commission denied! 
Petitioner’s application for rehearing with respect to the 
ex parte Opinion No. 166-A on the ground that such ap¬ 
plication did not raise “any new issue” and related 
“wholly to matters which were considered and determined 
by the Commission prior to and upon the issuance of its 
Opinion No. 166 on July 17, 1948.” | 

I. j 

This petition for review is filed under and pursuant to I 
the provisions of Section 19(b) of the Natural Gas Act of 
June 21, 1938, c. 556 (52 Stat. 821), U. S. C., Title 15, ! 
§717r, which provides, in part, as follows: 

“(b) Any party to a proceeding under this act ag¬ 
grieved by an order issued by the Commission in such j 
proceeding may obtain a review of such order in the j 


i 
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circuit court of appeals of the United States for any 
circuit wherein the natural-gas company to which the 
order relates is located or has its principal place of 
business, or in the United States Court of Appeals 
for the District of Columbia, by filing in such court, 
within sixty days after the order of the Commission 
upon the application for rehearing, a written petition 
praying that the order of the Commission be modified 
or set aside in whole or in part.” 

This petition is also filed under and pursuant to the pro¬ 
visions of Section 10(a) of the Administrative Procedure 
Act of June 11, 1946, c. 324 (60 Stat. 237), U. S. C., Title 
5, §§ 1001-1011, which provides as follows: 

“(a) Any person suffering legal wrong because of 
any agency action, or adversely affected or aggrieved 
by such action within the meaning of any relevant 
statute, shall be entitled to judicial review thereof.” 

n. 

Petitioner is a corporation organized and existing under 
the laws of the State of Michigan with its principal office 
in the City of Detroit, Michigan. It is engaged as a pub¬ 
lic utility corporation in the production, distribution and 
sale of natural gas to consumers within the State of Michi¬ 
gan under regulation of the Michigan Public Service Com¬ 
mission. The major part of Petitioner’s business is con¬ 
ducted in two areas known as the Western District, com¬ 
prising the cities of Grand Rapids, Muskegon, Big 
Rapids, Mount Pleasant and Greenville-Belding, and the 
Detroit District, which includes the City of Detroit and 
environs. Petitioner has obtained its supply of natural 
gas for the Western District from Michigan gas fields in 
and adjacent to that District. Petitioner obtains its sup¬ 
ply of natural gas for the Detroit District from Panhandle 
under a contract dated August 31, 1935. 

Panhandle is a corporation organized and existing un¬ 
der the laws of the State of Delaware. It owns and oper- 
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ates a natural gas pipeline through which natural gas is 
transported from Texas, Oklahoma and Kansas to Michi¬ 
gan and intervening states and is thus a “natural-gas com¬ 
pany 7 ’ under the Natural Gas Act engaged in the transpor¬ 
tation and sale of natural gas for resale in interstate com¬ 
merce. ] 

Under Petitioner’s aforesaid contract of August 31,1935, 
as originally executed, Panhandle agreed to sell and Pe¬ 
titioner agreed to buy all of the requirements of the 
Detroit District “for distribution and sale to any and all 
of its present and future customers and for its own use” 
but not in excess of 90 million cubic feet daily. By sub¬ 
sequent amendments the aforesaid limitation was increased 
from time to time until the present maximum of 125 million 
cubic feet per day was fixed by the last amendment to the 
contract, dated June 29, 1940. (The contract and amendr 
ments were duly filed with the Commission as Panhandle 
Eastern Pipe Line Company Rate Schedule FPC No. 12 
and Supplements 1 to 4 thereto.) j 

in. | 

Prior to May 12, 1948, there was no physical connect 
tion between Petitioner’s Detroit District and its Western 
District. On that date Petitioner completed the construc-t 
ion of and placed into operation a 140-mile pipeline extends 
ing from Detroit to Petitioner’s Austin Storage Field in 
western Michigan. The construction and operation of this 
line had been authorized by a certificate of public conven¬ 
ience and necessity which the Commission issued (on No-; 
vember 14, 1947) to enable Petitioner to store in Austin 
Field during the summer months the portion of Panhan-; 
die’s deliveries of 125 million cubic feet per day which was 
in excess of the firm requirements of Petitioner’s Detroit; 
District, so that the gas thus stored could be used during 
the winter to meet the firm requirements in excess of the , 
supply obtained from Panhandle. This arrangement thus; 
did not involve any increase in the daily maximum of 1251 
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million cubic feet for which pipeline capacity of Pan¬ 
handle had been installed, utilized and paid for by Peti¬ 
tioner on a firm basis since 1940. The Commission’s au¬ 
thorization of this storage program accordingly was not 
in any way contingent upon Panhandle’s construction of 
additional facilities which the Commission had authorized 
(on November 30, 1946) for the purpose of increasing the 
capacity of Panhandle’s pipeline system. 

However, Panhandle’s failure to install sufficient addi¬ 
tional facilities did have a distinct effect upon another 
storage program, namely, that of Michigan Gas Storage 
Company (hereinafter termed “Storage Company”). Un¬ 
der an arrangement which Panhandle made with Storage 
Company in 1946, Panhandle agreed to increase its pipe¬ 
line capacity as above stated and further agreed, inter alia, 
to deliver to Storage Company an average of 100 million 
cubic feet per day during the summer of 1948. Since Pan¬ 
handle’s system did not have sufficient capacity to deliver 
such amounts unless and until it had installed the author¬ 
ized additions to its pipeline, Panhandle delivered to Stor¬ 
age Company whatever volumes were available after mak¬ 
ing deliveries to its other customers, includng 125 million 
cubic feet per day to Petitioner. 

IV. 

The instant proceedings before the Commission were 
initiated by an order of “Inquiry and Investigation” issued 
March 23, 1948—the issues being thereafter defined by a 
subsequent order of May 12, 1948 after the hearings had 
been in continuous session for approximately a month. 
Oral argument was had before the Commission en banc, 
and the Commission then issued its Opinion No. 166 and 
order of July 17, 1948, here under review. 

Briefly stated, the Commission by said opinion deter¬ 
mined that both Petitioner and Storage Company had firm 
contracts entitling them to receive 125 million and 100 
million cubic feet of natural gas per day, respectively, from 
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Panhandle. Additionally, it determined that The Ohio 
Fuel Gas Company (hereinafter termed “Ohio Fuel”), 
another Panhandle customer purchasing a portion of its 
gas supply from Panhandle east of the Edgerton compres¬ 
sor station, should receive 15 million cubic feet of natural 
gas per day at its Maumee, Ohio, delivery point east of 
Edgerton until April 30, 1949 rather than 5 million cubic 
feet per day as provided in its contract with Panhandle. 

The Commission further determined that after deliveries 
to all other customers of Panhandle had been made, in¬ 
cluding 15 million cubic feet per day to Ohio Fuel, the 
balance of the gas available should be delivered in the 
proportion of 125/225 (55.6%) to Petitioner and 100/225 
(44.4%) to Storage Company. However, since Petitioner 
had been receiving its full contract volumes of gas con¬ 
tinuously and Storage Company had not, the Commission 
concluded that allowance for that situation should be made 
and provided that until the two companies had received the 
aforesaid proportions of the total deliveries made since 
May 15, 1948 the distribution of the available supplies 
should be 52% to Petitioner and 48% to Michigan Gasi 
Storage. The date of May 15, 1948 was the approximate! 
date when Petitioner commenced storing gas and the date i 
when Storage Company was first able to take the full 
100 million cubic feet into its system. Neither the record ; 
nor the Commission’s decision reveals the basis for the 
percentages of 52% and 48%. The Commission’s alloca¬ 
tion of gas between the two companies was thus made ef¬ 
fective retroactively to May 15, 1948 and was to continue 
in effect until October 31, 1948. 

With respect to Petitioner, the Commission also ordered 
that Panhandle should install facilities to control the de- • 
liveries to Petitioner in such manner as to make such de¬ 
liveries on an approximately uniform hourly basis. 

As already stated, said opinion and order did not con- j 
tain any reference to the provisions of Petitioner’s con- ! 
tract with Panhandle under which Panhandle is obligated 
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to reimburse Petitioner for the costs of manufacturing gas 
to meet any deficiency in the natural gas deliveries of 
Panhandle below the contractual amount of 125 million 
cubic feet per day. Moreover, there was no contention or 
suggestion in the hearings that Panhandle’s obligation in 
this regard would be affected in any way in this proceed¬ 
ing. 

Despite the foregoing the Commission, as previously 
stated, on August 25, 1948 issued its ex parte Opinion No. 
166-A by which it undertook to determine that Petitioner’s 
assertion against Panhandle of its claim for the cost of 
manufacturing gas constituted a violation of its opinion 
and order and of the Natural Gas Act. And Petitioner’s 
application for rehearing with respect to said Opinion 
No. 166-A was denied by order of October 12, 1948 on the 
ground that the entire matter had been 4 4 considered and 
determined by the Commission prior to and upon the issu¬ 
ance of its Opinion No. 166 on July 17, 1948.” 

V. 

Petitioner, for the reasons hereinafter set forth, is “ag¬ 
grieved” by the action of the Commission as to which 
it seeks a review. 

In accordance with this Court’s Rule 38(a), the points 
on which Petitioner intends to rely are the following: 

1. The Commission erred, for the reasons hereinafter 
stated, in adopting Paragraph (A) of its order of July 17, 
1948, requiring that Panhandle file a supplement to its 
Rate Schedule FPC No. 108 to increase Panhandle’s firm 
obligation to deliver natural gas to Ohio Fuel at Maumee 
from 5 million cubic feet daily to 15 million cubic feet 
daily: 

(a) Petitioner was not given any notice by the Commis¬ 
sion, its staff, Ohio Fuel, or any other party that the 
Commission would undertake, on its own motion, to 
order such an increase in the Maumee deliveries, and 
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Petitioner was not given any opportunity for hearing 
with respect thereto—all of which is unauthorized by 
and contrary to the Natural Gas Act (particularly 
Section 5(a) thereof), the Administrative Procedure 
Act, and the “due process” clause of the Fifth Amend¬ 
ment to the Constitution. 

i 

(b) The Commission did not make any finding that the 
existing provision of the Panhandle-Ohio Fuel con¬ 
tract thus being changed “is unjust, unreasonable, un¬ 
duly discriminatory, or preferential” under Section 
5(a), and any attempt to make such a finding would 
be unsupported by substantial evidence, or any evi¬ 
dence, and would be contrary to the record. 

As shown by Opinion No. 166 (Exhibit 1, Appen¬ 
dix, p. 9), the Commission’s action here complained: 
of was not based upon any obligation or conduct of 
Panhandle or of Panhandle’s other customers, but 
was based solely upon the alleged need of the cus¬ 
tomer, Ohio Fuel, and upon the fact that the latter i 
“does not have adequate pipe line interconnection be¬ 
tween the northern and southern portions of its sys¬ 
tem.” Ohio Fuel has been on notice for years that 
it could and probably would be unable to receive more 
than 5 million cubic feet daily from Panhandle at 
Maumee. Moreover, Ohio Fuel has received increas¬ 
ingly larger supplies of natural gas from other inter¬ 
state pipelines, but it did not apply, until recently, for 
a certificate to build the pipeline connection to make 
such additional supplies available to Toledo. j 

(c) To the extent that the Commission’s action here com¬ 
plained of results in a decrease in Panhandle’s deliv- j 
eries to Petitioner below Panhandle’s firm obligation 
of 125 million cubic feet daily, such action constitutes 
a confiscation of Petitioner’s property and contractual 
rights for the benefit of others in violation of the Fifth 
Amendment to the Constitution. 
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Of the limited capacity east of Edgerton Station, 
125 million cubic feet daily has been dedicated to, 
utilized by and paid for by Petitioner since prior to 
the war on a firm basis. By reason of this action by 
the Commission, a portion of such capacity is expro¬ 
priated for the benefit of Ohio Fuel until April 30, 
1949. Petitioner’s rights are thus impaired because 
Ohio Fuel has not heretofore provided the connection 
to Toledo—a matter as to which Petitioner had no 
responsibility or control. 

2. For the reasons above stated and for the additional 
reasons hereinafter set forth, the Commission erred in 
adopting its ex parte order of July 23, 1948 allowing Sup¬ 
plement No. 10 to Panhandle’s Rate Schedule FPC No. 
108 to take effect, in purported compliance with the above- 
mentioned Paragraph (A) of the Commission’s order of 
July 17,1948: 

(a) Petitioner was not served with a copy of such supple¬ 
ment, nor given any notice or opportunity to be heard 
with respect thereto, despite the fact that, as recog¬ 
nized in Opinion No. 166 (Exhibit 1, Appendix, p. 17), 
the 10 million cubic feet increase in Panhandle’s deliv¬ 
eries at Maumee substantially effects adversely the 
supply of gas available to Petitioner. 

3. The Commission erred, for the reasons hereinafter 
stated, in adopting Paragraph (B) of its above-mentioned 
order of July 17, 1948, requiring that Panhandle deliver 
available volumes of gas to Petitioner and Storage Com¬ 
pany in the proportion of 125:100 on the basis of their 
respective contracts with Panhandle: 

(a) The Commission’s action here complained of consti¬ 
tutes an expropriation of a portion of the 125 million 
cubic feet of Panhandle’s capacity which Petitioner 
has paid and is still paying for on a firm basis, for 
the benefit of Storage Company, in violation of Peti- 
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tioner’s rights under the Fifth Amendment of the 
Constitution. 

The fact that Petitioner, pursuant to the Commis¬ 
sion’s certificate order of November 14, 1947 in Docket 
No. G-918, is storing a portion of the gas it receives 
from Panhandle is immaterial in this connection. Other 
customers of Panhandle, including customers east of 
Edgerton Station, are also storing a portion of the 
gas they receive from Panhandle. Whether the pipe¬ 
line capacity dedicated on a firm basis to a particular 
customer is utilized in part to deliver gas which the 
customer stores is also immaterial. The customer who 
pays firm rates pays for and therefore is entitled to 
utilize his portion of Panhandle’s capacity every day 
in the year, if needed for immediate sale and/or for 
storage. j 

The fact that Panhandle has not installed its “B’ , i 
facilities authorized by the Commission’s order of No¬ 
vember 30,1946 to enable it to serve Storage Company 
the amounts specified in the latter’s contract does not; 
warrant an expropriation by the Commission of a 
portion of the firm capacity of Panhandle previously 
dedicated to and paid for by Petitioner. The storage 
program of Storage Company, as recognized in Opin- j 
ion No. 166 (Exhibit 1, Appendix, p. 19), contem- 
plated and was necessarily dependent upon Panhan- ; 
die’s increasing its pipeline capacity—which the latter j 
has failed to do. On the other hand, the storage pro- i 
gram of Petitioner, as the Commission recognized in j 
Docket No. G-918, did not involve any increase in ! 
Panhandle’s capacity. 

(b) The Commission’s action here complained of is predi¬ 
cated on the erroneous assumption that it has some 
undefined power in the case of an alleged emergency 
in addition to the authority expressly conferred by the 
Act. Contrary to such assumption, there is no pro- 
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vision in the Natural Gas Act similar to Section 202(c) 
of the Federal Power Act (c. 687, Title n, 49 Stat 
847,16 U. S. C. A. §§ 791(a), 824(c)). 

(c) Even if the Commission had some snch emergency 
power (which is here denied as above stated), there 
was no finding of an emergency in this matter and 
snch a finding would not be supported by substantial 
evidence or any evidence and would be contrary to the 
record. 

(A) The basic problem in this matter has resulted 
from Storage Company’s desire to obtain twice 
the amount of gas it had previously received in 
any year from Panhandle, despite the fact that (1) 
Consumers Power Company (“Consumers”), in 
executing the June 1946 contract with Panhandle 
setting up the Storage Company, admittedly did 
not inquire as to Panhandle’s ability to serve the 
large volumes of gas called for in such contract 
in addition to Panhandle’s existing obligations to 
its other customers; and that (2) both parties 
to said contract admittedly expected Panhandle’s 
“B” facilities to be in operation in 1947; and 
that (3) Consumers and Storage Company were 
on notice throughout the consolidated proceedings 
before the Commission during 1946 in Dockets 
Nos. G-731 and G-669 that Petitioner planned to 
take 125 million cubic feet daily from Panhandle 
at 100% load factor throughout the year upon com¬ 
pletion of the Michigan-Wisconsin pipeline (then 
planned for 1948). 

(B) The only purported justification of the Commis¬ 
sion’s action is the possibility that there is a 
“bottleneck” on the eastern end of Panhandle’s 
system resulting from allegedly inadequate ca¬ 
pacity at Panhandle’s Edgerton Station. As to 
this, the Commission rejected Panhandle’s con- 
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tention that the capacity of that station is only 
270 million cubic feet daily and in so doing the 
Commission expressly refused to make any find¬ 
ing as to such capacity. Accordingly, there is no 
finding that the capacity of the Edgerton Station 
is inadequate, which is the sole basis of the Com¬ 
mission’s action here complained of. 

(C) The record shows that the capacity of the Edger¬ 
ton Station is adequate to serve Petitioner its 125 
million cubic feet per day and Storage Company 
its 100 million cubic feet per day, if Panhandle’s 
deliveries to Ohio Fuel at Maumee are not in-; 
creased by 10 million cubic feet per day or if 
Panhandle’s interruptible sales west of Edgerton I 
Station are appropriately curtailed as required ! 
by its filed rate schedules. 

i 

(d) The Commission’s action here complained of consti- j 
tutes an unlawful and improper modification of the j 
basis upon which Petitioner’s storage program was j 
certificated and inaugurated. 

(A) In the certificate in Docket No. G--918 of Novem- , 
ber 14,1947, the Commission expressly stated that 
any difference between 125 million cubic feet daily j 
and the total of Petitioner’s summer sendout and i 
the amount it then planned to store would be avail- i 
able to meet any under-estimates of its firm load ; 
or for interruptible sales in the Detroit area. 

(e) The Commission’s action here complained of unjustly 
and unlawfully discriminates against Petitioner in j 
favor of Panhandle’s other customers east of the Ed¬ 
gerton Station: 

(A) Assuming that the capacity of the Edgerton Sta¬ 
tion is inadequate (which the Commission did not 
find and which is here denied), any shortage of 
gas (and particularly of gas for storage) should 
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be shared equitably by all of Panhandle’s cus* 
tomers east of Edgerton. There is no reduction 
in the 50 million cubic feet per day delivered to 
East Ohio (a portion of which is stored) and there 
is a 10 million cubic feet daily increase in the de¬ 
liveries to Ohio Fuel at Maumee (most of which 
presumably will be stored) and there is an in¬ 
crease to Storage Company (all of which will be 
stored). Petitioner’s storage program is thus re¬ 
quired to bear the entire burden of the shortage 
of gas for storage east of Edgerton Station. 

(f) The Commission’s action here complained of should 
have been made more definite with respect to Pan- 
handle’s obligation to curtail its interruptible custom¬ 
ers as required by its filed rate schedules: 

(A) The record shows that by curtailing its interrupt¬ 
ible customers Panhandle could have sent through 
Edgerton Station ample gas to meet its contrac¬ 
tual obligations. The record further shows that 
all such customers were receiving all their re¬ 
quirements. And while, as stated in the dissent¬ 
ing opinion, Opinion No. 166 and the order of 
July 17, 1948 required that Panhandle curtail its 
interruptible sales to meet its firm obligations (in¬ 
cluding its obligation to supply 125 million cubic 
feet daily to Petitioner for immediate resale and 
for storage), Petitioner is advised and therefore 
avers that Panhandle did not curtail its interrupt¬ 
ible sales, as required by said order. 

(B) The continued service of gas to interruptibles, 
which service causes a deficiency in Panhandle’s 
firm service to customers east of Edgerton (in¬ 
cluding Petitioner), constitutes an unjust and un¬ 
lawful discrimination and constitutes a violation 
of said order of July 17, 1948. The rate paid by 
such firm customers includes the capacity charges 
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i 

on their portions of the pipeline throughout the 
year and the interruptible customers receive gas 
at a lower rate under schedules expressly pro¬ 
viding for their curtailment when the capacity is 
required by the firm customers. Thus East Ohio, 
which pays the standard firm rate, has taken its 
50 million cubic feet daily at 100% load factor 
because it has had storage. Petitioner has not 
been, but is now, in the same position. There is I 
no more reason or justification for expropriating 
a portion of 125 million cubic feet of pipeline ca¬ 
pacity dedicated to Petitioner for service to inter- 
ruptibles than there would be to make a similar 
expropriation of a portion of East Ohio’s 50 mil¬ 
lion cubic feet of pipeline capacity. Each com-i 
pany pays and has paid the same firm rates and ! 
each is entitled to utilize its portion of Panhandle’s j 
pipeline capacity throughout the year. I 

4. The Commission further erred, for the reasons here-; 
inafter stated, in providing in Paragraph (B) of its order 
of July 17, 1948 that the ratio of 125:100 therein fixed j 
shall apply during the month of October 1948, instead of 
providing that said ratio shall not apply beyond Septem- ■ 
ber 30, 1948: 

i 

(a) The record shows that Petitioner’s firm load would I 
equal and probably exceed 125 million cubic feet on j 
numerous days during the month of October. On such 
days any deficiency in Panhandle’s deliveries below 
125 million cubic feet would require that gas previ¬ 
ously stored be withdrawn from storage to meet Pe¬ 
titioner’s firm demands. 

(b) There was no possible justification for requiring Peti- i 
tioner thus to withdraw gas from storage to meet its j 
day-to-day firm demands in Detroit in order that the i 
portion of the 125 million cubic feet not delivered to 
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Petitioner on such days be made available to Storage 
Company for storage in its fields. 

(c) Apart from corporate considerations, it was obviously 
detrimental to the interests of gas consumers in the 
State of Michigan to require that gas previously stored 
by Petitioner be withdrawn to meet its firm demands 
in order to permit the storage of an equivalent quan¬ 
tity of gas by Storage Company. 

5. The Commission further erred, for the reasons here¬ 
inafter stated, in applying the ratio of 125:100 retroactively 
to May 15, 1948 in Paragraph (B) of its order of July 17, 
1948: 

(a) The Commission’s action in undertaking to apply the , 
ratio of 125:100 retroactively is a direct violation of 
Section 5(a) of the Act under which the Commission’s 
authority is limited to prescribing rates, practices, etc., 
“to be thereafter observed and in force.” 1 The Com¬ 
mission fully recognized this limitation on its author¬ 
ity in its orders of March 23, 1948 and May 12, 1948 
referred to above. 

(b) The Commission, by this action, expropriated retro¬ 
actively, for the benefit of Storage Company, a sub¬ 
stantial portion of the gas lawfully sold by Panhandle , 
to Petitioner: 

(A) This action is not predicated upon any finding that 
the gas in question was improperly sold to Peti¬ 
tioner. On the contrary the Commission found 
in Opinion No. 166 (Exhibit 1, Appendix, p. 25) 
that Petitioner is and has been entitled to 125 mil¬ 
lion cubic feet daily. 

(B) The sole reason for such retroactive expropriation 
(as well as for the extent thereof) is the amount 
of gas which Panhandle delivered to Storage Com¬ 
pany during the period beginning May 15, 1948— 


l All emphasis supplied unless otherwise noted. 
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a matter as to which Petitioner had no responsi¬ 
bility or control. 

6. The Commission erred, for the reasons hereinafter 
stated, in adopting Paragraph (C) of its order of July 
17, 1948, requiring that Panhandle install flow controlling 
equipment at the Detroit delivery point and operate such 
equipment to control such deliveries at a uniform hourly 
rate, with a tolerance not exceeding 5%: 

(a) Such action by the Commission was taken without any 
notice or opportunity for hearing to Petitioner with 
respect to the propriety or appropriateness of the 
installation or operation of such flow controlling equip¬ 
ment or with respect to the degree of tolerance which 
should be fixed, or with respect to the effect of the fore¬ 
going upon Petitioner. 

(b) Such action by the Commission constitutes a violation 
of Section 7(c) of the Act, since such equipment is 
clearly a facility for the transportation and/or sale 
of gas, within the meaning of that section. Accord¬ 
ingly, an application for a certificate by Panhandle^ 
notice and hearing thereon, and subsequent issuance 
of a certificate under Section 7(c) based upon the 
necessary findings, all were and are prerequisites to 
the installation and operation of such equipment. 

(c) The Commission’s finding that operation of such 
equipment will increase Panhandle’s ability to deliver 
gas to Storage Company by 5 to 10 million cubic feet 
daily is not supported by substantial evidence or any 
evidence, being based upon the unsupported and 
gratuitous statement of Panhandle’s witness Hager 
made at the hearing over objection and upon the un¬ 
derstanding that Petitioner’s rights would not be af¬ 
fected by such testimony. 

(d) The record shows that, even under the Commission’s 
theory in this matter, there is no justification for Pan- 
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handle’s having control of its deliveries to Petitioner. 
Application of the ratio fixed by the Commission to ' 
Panhandle’s actual deliveries to the two companies in¬ 
sures delivery to Storage Company of the full 100 mil- : 
lion cubic feet daily (which is the maximum it is 
physically capable of receiving) and there is there- , 
fore no occasion or justification for requiring that Pe¬ 
titioner take at a uniform hourly rate in order to 
increase Panhandle’s ability to deliver to the affiliated 
Storage Company by 5 to 10 million cubic feet daily. 

I 

(e) The action here complained of constitutes an unjust 
and unlawful discrimination against Petitioner, since 
Panhandle is not required to control its deliveries to 
its other customers including Storage Company. 

7. The Commission erred, for the reasons hereinafter 
stated, in adopting its ex parte order of July 22, 1948 al¬ 
lowing Supplement No. 11 to Panhandle’s Rate Schedule 
FPC No. 12 and Supplement No. 7 to Panhandle’s Rate 
Schedule FPC No. 113 to take effect retroactively as of 
July 17,1948 in purported compliance with Paragraphs (B) i 
and (C) of the Commission’s order of July 17, 1948: 

(a) Such action was taken, despite Petitioner’s telegraphic 
protest, without any opportunity for Petitioner to be 
heard; and such action was taken prior to expiration 
of the 10-day period prescribed in Paragraph (C) of 
the order of July 17, 1948—all of which constitutes 
a denial of due process to Petitioner. 

(b) The above-mentioned supplement does not comply with 
the order of July 17, 1948. Such supplement should 
have been limited to Paragraph (C) of the order, and 
should not have included the provisions of Paragraph 
(B) of the order. 

(c) The Commission’s action in thus allowing such supple¬ 
ment to take effect constitutes a denial of Petitioner’s 
statutory right to apply for rehearing and seek a court 
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review of the provisions of the July 17, 1948 order 
here complained of. 

8. The Commission erred in adopting ex 'parte its Opin¬ 
ion No. 166-A and its action in so doing constitutes a de¬ 
nial of the fundamental principles of “fair play” and “due 
process” in violation of Petitioner’s rights under the Fifth 
Amendment to the Constitution in that: 

(a) The Commission denied Petitioner any notice or any 
opportunity to be heard. As stated in said opinion 
(Exhibit 4, Appendix, pp. 69-70), the basis of the Com¬ 
mission’s action was “information” received ex parte 
from an undisclosed source or sources on August 19, 
1948 and “advice” obtained from a letter which the 
Commission received from Panhandle on August 23, 
1948. | 

Petitioner was not and has not yet been advised as 
to the nature of the “information” stated to have been 
received by the Commission on August 19, 1948, or as 
to the source of such information or as to the 
manner in which it was furnished to the Commission. 
With respect to the above-mentioned letter from Pan¬ 
handle to the Commission, Petitioner received a copy 
of such letter from Panhandle on Monday, August 23, 
1948, but the Commission, by adopting its Opinion No. 
166-A on the next day, Tuesday, August 24, 1948, fore¬ 
closed Petitioner from any possibility of having an op¬ 
portunity to be heard with respect to the statements 
in such letter. j 

(b) The Commission’s action here complained of is 
not based upon any evidence, but is based upon the 
undisclosed “information” obtained on August 19,1948 
in an undisclosed manner from undisclosed sources 
and upon the self-serving unverified statements in a 
letter received from Panhandle on August 23, 1948. 

(c) The Commission has undertaken to convict Petitioner 
of violating the provisions of the Natural Gas Act 


i 
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without any notice to Petitioner, without any oppor¬ 
tunity to Petitioner to be heard, without any evidence 
to support such conclusion and without affording Pe¬ 
titioner any opportunity to answer the contentions of 
Panhandle or to introduce any evidence in support of 
its position in this matter. 

9. By its action in adopting Opinion No. 166-A, the 
Commission has undertaken to rescind the provisions of 
Paragraph 4 of Article XVIII of Petitioner’s contract of 
August 31, 1935 with Panhandle and such action is unau¬ 
thorized by and contrary to the provisions of Section 5(a) 
of the Natural Gas Act, in that: 

(a) While the proceedings in the above-captioned matters 
were unusually lengthy and while the Commission un¬ 
dertook to spell out the issues in such proceedings, 
there was no notice or suggestion of any kind that the 
provisions of Paragraph 4 of Article XVIII of Peti¬ 
tioner’s contract with Panhandle represented an issue 
in said proceedings or was in any way involved in said 
proceedings. Petitioner accordingly was never given 
any notice that the Commission contemplated taking 
any action which directly or indirectly would affect 
Petitioner’s rights under this provision of its contract 
with Panhandle. 

(b) There having been no notice, there was, of course, no 
‘‘hearing” with respect to said provisions of the con¬ 
tract, as expressly required by Section 5(a) of the Act. 

(c) The Commission did not make any finding in its Opin¬ 
ion No. 166 or in its orders of July 17, 1948 in the 
above-captioned dockets with respect to said provi¬ 
sion of the contract. In fact, there is no reference to 
said provision of the contract in the opinion or in the 
orders. Accordingly, the Commission has made no 
finding that the provisions of the contract in question 
are “unjust, unreasonable, unduly discriminatory or 


preferential” as required by Section 5(a) of the Act. 
And in its Opinion No. 166-A there is no such finding. 

Had the Commission undertaken to make any such 
finding as required by Section 5(a) of the Act, the 
finding would not have been supported by substantial 
evidence or any evidence and would be contrary to 
the record since, as above stated, there was no evidence 
introduced or offered in the hearings to support such 
a finding. 

(d) Under Section 5(a) of the Act, the Commission does 
not have authority to modify the provisions of Peti¬ 
tioner’s contract with Panhandle here in question, since 
such provisions do not “affect” any “rate, charge or 
classification” subject to the Commission’s jurisdic¬ 
tion. As hereinafter more fully set forth, the con¬ 
tractual provisions in question do not relate to or 
affect the interstate wholesale rates of Panhandle at 
the Detroit city gate, to which the Commission’s juris¬ 
diction is expressly limited by the Act. 

10. The Commission’s action taken in Opinion No. 166-A 
is unauthorized by and contrary to the provisions of Sec¬ 
tion 1(b) of the Act, in that: 

(a) The provisions of Petitioner’s contract with Panhan¬ 
dle here in question relate to “manufactured gas” and 
do not relate to “natural gas,” as defined by Section 
2(5) of the Act, and accordingly the subject matter 
of said provisions is outside the scope of the Natural 
Gas Act which, by Section 1(b), is expressly limited to 
“natural gas.” 

i 

(b) The contractual provisions in question cover the cost 
of manufacturing gas for local distribution by Peti¬ 
tioner. Such facilities are “facilities used for” local 
distribution and accordingly, under Section 1(b) of the 
Act, are beyond the Commission’s jurisdiction and au¬ 
thority. 
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11. The Commission’s action in adopting Opinion No. 
166-A constitutes a violation of the Congressional intent 
expressed in Section 13 of the Act. As shown in Section 
13, and as recognized in Section 1.6 of the Commission’s 
Rules of Practice and Procedure, a party against whom a 
complaint is filed is entitled to notice and an opportunity to 
answer. Instead, the Commission here undertook to ac¬ 
cept the self-serving and unverified statements in the letter 
received from Panhandle on August 23, 1948 and to adopt 
Panhandle’s side of the controversy, the next day, in the 
ex parte Opinion No. 166-A. 

12. The Commission erred in stating, in its Opinion No. 
166-A (Exhibit 4, Appendix, p. 71) that: 

“We expressly found from the record in these pro¬ 
ceedings that the volumes of natural gas available to 
Michigan Consolidated from Panhandle during the pe¬ 
riod May 15, 1948 to October 31, 1948, would be less 
than the 125,000 Mcf per day and in Paragraph (B) 
of our order of July 17, 1948, provided the basis upon 
which deliveries are to be made to Michigan Consoli¬ 
dated.” 

A reading of the Commission’s Opinion No. 166 will show 
that the Commission did not make any such finding, either 
“expressly” or otherwise. On the contrary the foregoing 
is what the Commission “expressly” refused to find. In 
its Opinion No. 166 (Exhibit 1, Appendix, p. 17) the Com¬ 
mission rejected Panhandle’s contention that 270 million 
cubic feet per day represented the capacity of the Edgerton 
Station and stated that “nevertheless, we shall use this fig¬ 
ure for our present purposes.” The Commission further 
stated in its Opinion No. 166 (Exhibit 1, Appendix, p. 38) 
that “we are unwilling to make a finding with respect to the 
availability east of Edgerton Station of specific volumes 
of gas.” 

13. The Commission erred in stating in its Opinion No. 
166-A (Exhibit 4, Appendix, p. 71): 
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“Clearly, our order of July 17, 1948, modifies the 
obligation of Panhandle to deliver 125,000 Mcf per day 
to Michigan Consolidated at Detroit * * V’ 

Contrary to the foregoing, the Commission expressly 
found in its Opinion No. 166 (Exhibit 1, Appendix, p. 25) 
that Michigan Consolidated is entitled to take from Pan¬ 
handle on a firm basis its entire Detroit requirements up 
to 125 million cubic feet of natural gas per day. In so 
doing the Commission also found (Exhibit 1, Appendix, p. 
20) that Storage Company is entitled to take from Pan¬ 
handle on a firm basis such fixed monthly volumes of gas 
as are specified in the rate schedule on file with the Com¬ 
mission. 

By its Opinion No. 166 and its orders of July 17, 1948, 
the Commission thus did not undertake to modify, in any 
way, Panhandle’s contractual obligations to Petitioner or 
to Storage Company. Instead the Commission expressly 
recognized the validity of Panhandle’s contractual obliga¬ 
tions to both companies and prescribed a formula of alloca¬ 
tion for division of available gas between the two com¬ 
panies in the event, and only in the event, that the gas 
actually available should prove to be insufficient to permit 
full contractual deliveries to both companies. In other 
words, the Commission expressly recognized Panhandle 
contractual obligations as continuing in full force and ef¬ 
fect, and it was on that basis that the Commission stated in 
Opinion No. 166 (Exhibit 1, Appendix, p. 38): 

“• * * we believe that Panhandle will exert every 
reasonable effort to deliver through that station [Ed- 
gerton] the largest volumes of gas possible; and we 
shall expect that, if necessary to do so, and to the ex¬ 
tent required. Panhandle will make appropriate cur^ 
tailment of interruptible deliveries pursuant to the 
provisions of effective tariffs and contracts.” i 

i 

Contrary to the previously quoted statement in the Opin-i 
ion No. 166-A, the Commission’s original Opinion No. 166 
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and its orders of July 17, 1948 cannot possibly be con¬ 
strued as having modified Panhandle’s contractual obliga¬ 
tions to Petitioner. There was no hearing or evidence and 
no finding to support any such action, as required by Sec¬ 
tion 5(a) of the Act. On the contrary, the action which 
the Commission actually took in its Opinion No. 166 and 
its orders of July 17, 1948, namely, the establishment of a 
formula for allocating any deficiency between Petitioner 
and Storage Company, was predicated on its finding in 
Opinion No. 166 (Exhibit 1, Appendix, pp. 29-30) that: 

“* * * the practice of Panhandle in permitting Con¬ 
solidated to take 125,000 Mcf a day, while delivering 
to Gas Storage something less than the quantity to 
which it is entitled under its gas purchase contract, 
has the effect of granting to Consolidated an undue 
preference and advantage, and subjects Gas Storage 
to undue prejudice and disadvantage.” 

The Commission’s action here under discussion accord¬ 
ingly was not based upon any modification of Panhandle’s 
contractual obligations to Petitioner but was based solely 
upon the Commission’s finding that the “practice” of Pan¬ 
handle above mentioned was discriminatory and preferen¬ 
tial. 

14. The Commission erred in stating in its Opinion No. 
166-A (Exhibit 4, Appendix, p. 71) that: 

“* * * the invoking by Michigan Consolidated of 
Paragraph 4 of Article XVIII of the contract of Au¬ 
gust 31, 1935 (Panhandle’s Rate Schedule FPC No. 
12) is precluded by such order” of July 17, 1948. 

Contrary to the foregoing, there is no reference to said 
provision of the contract in either the Commission’s Opin¬ 
ion No. 166 or in its orders of July 17, 1948. Moreover, 
as previously stated, there was no notice or opportunity 
for hearing or evidence or finding with respect to such pro¬ 
vision of the contract. 
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The “invoking’’ by Petitioner of the contractual provi¬ 
sions in question consisted of the assertion, by Petitioner, 
of the rights which it believes it has against Panhandle 
under the contract. Whether Petitioner is entitled to main¬ 
tain the contractual rights thus asserted is a judicial ques¬ 
tion for determination by the courts, and there is nothing 
in the Commission’s Opinion No. 166 or its orders of July 
17,1948 which undertakes to order Petitioner not to assert 
against Panhandle the rights which Petitioner believes it 
has. ■ 

There is no provision in the Natural Gas Act which could 
possibly be construed as authorizing the Commission to 
undertake, by order, to prohibit Petitioner from even as¬ 
serting its rights against Panhandle, and any such order 
would be contrary to the fundamental principles embodied 
in the Constitution. 

15. The Commission erred in stating in its Opinion No. 
166-A (Exhibit 4, Appendix, p. 71): j 

“Furthermore, the action of Michigan Consolidated 
under Paragraph 4 of Article XVIII of the contract 
of August 31, 1935 (Panhandle’s Rate Schedule FPC 
No. 12) * * * is contrary to and in violation of the 
Commission’s orders issued herein and the provisions 
of the Natural Gas Act.” ! 


As already stated, there is nothing in the Commission’s 
order of July 17, 1948, or in the Natural Gas Act, which 
“precludes” Petitioner from even asserting its claim 
against Panhandle. In this connection, it is to be noted 
that the only action which Petitioner has taken (and the 
only occasion for the issuance of Commission’s Opinion 
No. 166-A so far as Petitioner is concerned) is the asser¬ 
tion by Petitioner of its claim against Panhandle under the 
provision of the contract here under discussion. While 
the Commission, on the basis of the letter received from 
Panhandle on August 23, 1948, states in its Opinion No. 
166-A (Exhibit 4, Appendix, p. 70) that Panhandle has 
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reduced its deliveries to East Ohio, Ohio Fuel and Storage 
Company, there is no suggestion that Petitioner had any 
knowledge, control or responsibility with respect to such 
action by Panhandle. Such action by Panhandle, as to 
which Petitioner was denied any opportunity to be heard, 
certainly furnishes no basis for convicting Petitioner of a 
violation of the Commission’s orders and the provisions 
of the Natural Gas Act, without notice or opportunity to 
be heard. 

16. The Commission erred in stating in its Opinion No. 
166-A (Exhibit 4, Appendix, p. 72) that the Commission’s 
order of July 17, 1948 “effectively modifies all provisions 
of Panhandle’s Rate Schedule FPC No. 12, and supple¬ 
ments thereto which may be inconsistent with the pro¬ 
visions of that order including Panhandle’s obligation to 
deliver 125 million cubic feet per day and including Para¬ 
graph 4 of Article XVIII of the contract of August 31, 
1935.” 

Contrary to the foregoing, the Commission, as already 
stated, did not undertake to modify Panhandle’s obligation 
to deliver 125 million cubic feet per day to Petitioner, and 
there was no notice, opportunity for hearing or evidence 
or finding with respect to which, if any, of such contractual 
provisions would or could be considered to be thus “incon¬ 
sistent.” 

17. The Commission erred in stating in its Opinion No. 
166-A (Exhibit 4, Appendix, p. 72) that Supplement No. 
11 to Panhandle’s Rate Schedule No. 12, accepted for filing 
under the Commission’s order of July 23, 1948, “likewise 
modifies any provision in such rate schedule inconsistent 
therewith.” 

As the record of these proceedings shows, the Commis¬ 
sion, despite Petitioner’s telegraphic protest and request, 
refused to give Petitioner any opportunity to be heard 
with respect to said Supplement No. 11 prior to accepting 
the same for filing. Said supplement, in undertaking to 



supersede provisions of Panhandle’s contracts “inconsis¬ 
tent” therewith, is vague and indefinite, and the Commis¬ 
sion refused to give Petitioner any opportunity to be heard 
concerning the provisions of the contract which might be 
affected by said supplement. This deficiency in the pro¬ 
cedure that has been followed in this matter is impliedly 
recognized by the instant action of the Commission in un¬ 
dertaking, by its Opinion No. 166-A, to hold nunc pro tunc 
and retroactively that the ambiguous Supplement No. 11 
superseded the contractual provisions under discussion. 

Having denied Petitioner any opportunity for hearing 
with respect to the supplement, the Commission has now 
denied Petitioner any opportunity to be heard on the ques¬ 
tion of whether the contractual provisions here in question 
are “inconsistent” with the Commission’s order of July 
17, 1948. j 

18. The Commission erred in stating in its Opinion No. 
166-A (Exhibit 4, Appendix, p. 72) that: 

“The Commission expects that upon the issuance of 
this Supplemental Opinion Panhandle and Michigan 
Consolidated will comply with the Commission’s order 
of July 17, 1948.” ; 

i 

Contrary to the foregoing, the Commission by said or r 
der has required that Panhandle control the deliveries to 
Petitioner so that if said deliveries do not accord with the 
Commission’s concept of the objectives it desired to achieve 
by its order of July 17, 1948, the sole responsibility is that 
of Panhandle. As above stated, Petitioner had no knowl¬ 
edge, control or responsibility with respect to Panhandle’s 
action in voluntarily reducing its deliveries to East Ohio, 
Ohio Fuel, and Storage Company. The only action of Pe¬ 
titioner in this matter was its assertion of what it conceived 
to be its legal rights against Panhandle under its contract, 
and, as above stated, this Commission did not, and con¬ 
stitutionally cannot, undertake to prohibit by order the as¬ 
sertion by Petitioner of the rights it believes it has. 
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19. The Commission’s action taken in Opinion No. 166-A 

constitutes a violation of the Administrative Procedure Act 

in that: 

(a) Petitioner was not “timely informed” of “the matters 
of fact and law asserted” nor given “prompt notice 
of issues controverted in fact or law,” as required by 
Section 5(a) of that Act. 

(b) The Commission refused to “afford” Petitioner op¬ 
portunity for (1) “the submission and consideration 
of facts, argument” or (2) “hearing, and decision upon 
notice,” as required by Section 5(b) of that Act. 

(c) The Commission’s action here complained of violates 
Section 7(c) of that Act which provides that “no sanc¬ 
tion shall be imposed or rule or order be issued except 
upon consideration of the whole record or such por¬ 
tions thereof as may be cited by any party and as 
supported by and in accordance with the reliable, pro¬ 
bative, and substantial evidence.” 

(d) Petitioner has been denied “the right to present” its 
“case or defense by oral or documentary evidence, to 
submit rebuttal evidence, and to conduct such cross- 
examination as may be required for a full and true 
disclosure of the facts,” as required by Section 7(c) 
of that Act. 

(e) The Commission’s action in issuing its Opinion No. 
166-A on the basis of undisclosed “information” re¬ 
ceived from an undisclosed source in an undisclosed 
manner and on the basis of “advice” obtained from 
Panhandle’s self-serving letter violates Section 7(d) 
of that Act which provides that “the transcript of 
testimony and exhibits, together with all papers and 
requests filed in the proceeding, shall constitute the 
exclusive record for decision.” 
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(f) Since the Commission’s action here complained of is 
unauthorized by and contrary to the Natural Gas Act, 
such action violates Section 9(a) of the Administra- 
tive Procedure Act which provides that 1 ‘no sanction 
shall be imposed or substantive rule or order be issued 
except within jurisdiction delegated to the agency and 
as authorized by law.” 

i 

20. The Commission erred, for the reasons heretofore 
stated, in failing to grant Petitioner’s application for re¬ 
hearing with respect to Opinion No. 166 and Paragraphs 
(A), (B) and (C) of the order of July 17,1948, and further 
erred in issuing its order of October 12, 1948 denying Peti¬ 
tioner’s application for rehearing with respect to Opinion 
No. 166-A. 

21. The Commission’s action here complained of con¬ 
stitutes a confiscation of the property and contract rights 
of Petitioner in violation of the Fifth Amendment of the 
Constitution, for the reasons heretofore stated. 

i 

Wherefore, Petitioner respectfully prays that: 

(1) This Honorable Court review and set aside the fol¬ 
lowing opinions and orders of the Commission: 

Opinion No. 166 issued July 17, 1948; 

Paragraphs (A), (B) and (C) of an order dated July 
17, 1948; 

Order of July 22, 1948; 

Order of July 23, 1948; 

Opinion No. 166-A issued August 25, 1948; 

Order of October 12, 1948. 

i 

(2) A copy of this petition be served upon a member of 
the Commission; 


i 
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(3) This Honorable Court grant such other and further 
relief deemed to be just and proper in the premises. 

Respectfully submitted, 

Michigan Consolidated Gas Company, 



Charles V. Shannon, 
Its Attorney. 


Donald R. Richberg, 

815 Fifteenth Street, N. W., 
Washington 5, D. C. 


Charles V. Shannon, 

Stanley M. Morley, 

520 Shoreham Building, 

Washington 5, D. C. 

Attorneys for 

Michigan Consolidated Gas Company. 


November 12, 1948. 











. 

f 


t 


r 

i 


I 

I 




I 


191 


EXHIBIT NO. 1. 

_ i 

UNITED STATES OF AMERICA' 

FEDERAL POWER COMMISSION' 

Opinion No. 166. 

Docket Nps. G-620 and G-1035 | 

In the Matters of * 

Panhandle Eastern Pipe Line Company 
Docket No. G-880 

Texas Eastern Transmission Corporation i 

Docket No. G-1013 ‘ 

City of Grand Rapids, Michigan, et al. 

v. 

i 

Michigan Consolidated Gas Company, et al. 

Docket No. G-1029 j 

Michigan Public Service Commission 

Docket No. GML023. i 

Panhandle Eastern Pipe Line Company, et al. 

Docket No. G-1031 

I 

New York Public Service Commission 

i 

Opinion. i 

By the Commission : 

Each of these proceedings was set down for hearing by 
separate order but because all are related more or less 
directly to the disparity between the system capacity of 
Panhandle Eastern Pipe Line Company (Panhandle) and 
the demands upon that system they were heard upon a con¬ 
solidated record. 

In the course of the consolidated hearing full opportunity 
was afforded all parties to and participants in the several 
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proceedings to offer evidence, cross examine witnesses, and 
otherwise fully participate. Subsequently all parties and 
participants were afforded an opportunity to present oral 
argument to the Commission on all the issues involved, or 
to file briefs, or both. 

The urgent necessity for the earliest possible disposition 
of the issues involved being evident, and it clearly appear¬ 
ing that due and timely execution of the functions of the 
Commission imperatively and unavoidably so requires, we 
have omitted the intermediate decision procedure. 

Disparity between the Delivery Capacity of a/nd, Demands 
upon the Panhamdle System 

Panhandle owns and operates a natural gas pipe line sys¬ 
tem extending from Moore County, Texas, through the 
States of Oklahoma, Kansas, Missouri, Illinois, Indiana, 
Ohio, and into Michigan, by means of which it transports 
natural gas produced and purchased in Texas, Oklahoma 
and Kansas and sells the same, both directly and for resale, 
for ultimate public consumption in those several States. 
Panhandle is, therefore, a natural gas company within the 
purview of the Natural Gas Act. 

The question of disparity between the delivery capacity 
of the Panhandle System and the demands of its customers 
has been before us previously. (Order of December 12, 
1946, and Opinion No. 161 and order of November 25,1947, 
in Docket Nos. G-200 and G-207.) 

The question having again been raised in various ways, 
with particular reference to the ability of the Panhandle 
System to supply the demands of the current storage sea¬ 
son, on March 23, 1948, we ordered, at Docket No. G-1023, 
an inquiry and investigation under Sections 5, 14, and 16 
of the Natural Gas Act concerning this and other matters, 
and ordered that a hearing be held thereon. In that order 
we directed Panhandle to furnish certain data including its 
present and potential delivery capacity, and the demands 
of its direct customers. We also directed all utilities de- 
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pendent in whole or in part upon Panhandle for their sup¬ 
ply of gas to file data with respect to their requirements 
and supplies. 

By our order dated November 30, 1946, In the Matter of 
Panhandle Eastern Pipe Line Company, Docket No. G-706, 

5 FPC 949, we issued to Panhandle a certificate of public I 
convenience and necessity authorizing the construction and 
operation of facilities designated as the “Group B” facili¬ 
ties which the Applicant asserted at that time would in¬ 
crease the designed sales capacity of its system from 393,- 
000 Mcf to 473,000 Mcf per day. In this proceeding, the j 
testimony is that certain of the facilities authorized in j 
Docket No. G-706, primarily additional compressor facili¬ 
ties, have been constructed and are in operation. The testi- i 
mony also is that with these compressor facilities in opera- j 
tion, Panhandle’s capacity during the winter, without over- i 
loading of compressor facilities, averages 425,000 Mcf per 
day and, under such conditions, the average daily sales 
capacity of Panhandle’s system for each of the months of 
June, July, August and September 1948 is 405,000 Mcf per 
day and 415,000 Mcf per day for October 1948. 

The record further shows that by overloading of com- , 
pressor equipment Panhandle has maintained deliveries of j 
435,000 Mcf per day during a considerable part of the last j 
winter. Similar operation of the pipe line in the summer of i 
1948 would make it possible for Panhandle to increase its 
average daily deliveries during that period above the mini- j 
mum amounts previously stated. According to Panhandle, 
it expects to have installed by February 1,1949, part of the 
pipe lines which it was authorized to construct in Docket 
No. G-706 and at that time its sales capacity will be in¬ 
creased by 40,000 Mcf per day, to 475,000 Mcf per day. 
And upon completion of all of the facilities authorized in j 
Docket No. G-706, Panhandle’s sales capacity during the 
winter will be further increased by 50,000 Mcf per day to j 
a total of 525,000 Mcf per day. This compares with the 
473,000 Mcf per day designed capacity estimated by Pan¬ 
handle in Docket No. G-706. 
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Upon completion of Panhandled “Group C” facilities, 
which were authorized by the Commission by order dated 
June 10, 1948, in Docket No. G-876, Panhandle asserts that 
its sales capacity will be 575,000 Mcf per day in the summer 
and 610,000 to 615,000 Mcf per day in the winter. 

Data filed by Panhandle and its utility customers, pur¬ 
suant to our order, disclose estimated average total daily 
demands, both firm and interruptible, upon the Panhandle 
System for the months of July through October 1948 as 
follows: 

July 494,690 Mcf 

August 498,518 Mcf 

September 520,733 Mcf 

October . 532,000 Mcf 

These totals include large quantities of gas for storage 
as well as current requirements, which are estimated on 
the basis of various assumed percentages of growth in the 
several states. They include 100,000 Mcf for Michigan Gas 
Storage, 125,000 Mcf for Michigan Consolidated and 50,000 
Mcf for Ohio Fuel. 

Pcmhandle Eastern Pipe Line Compcwy, 

Docket Nos. G-620 and G-1035 

By letter dated January 25, 1945, the War Production 
Board requested Panhandle to give consideration to the 
advisability of installing certain additional facilities for 
the purpose of “ameliorating the shortage [of natural gas] 
which otherwise will exist in the Appalachian area next 
winter,” and to submit a plan which would accomplish that 
purpose at the earliest possible moment. The letter also 
stated that during the preceding winter a shortage of nat¬ 
ural gas available in the Appalachian area resulted in cur¬ 
tailment of war production and that it was essential that 
the capacity of pipe lines into that area be increased before 
the beginning of the succeeding winter in order to prevent 
a much more serious and prolonged interruption of war 
production. 

Thereafter Panhandle proposed a .plan which would in¬ 
crease its capacity 50,000 Mcf per day and, after approval 
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thereof by the War Production Board, on February 2,1945, 
filed an application with this Commission for a certificate 
of public convenience and necessity authorizing the con¬ 
struction and operation of the facilities therein proposed. 

On February 9, 1945, Panhandle entered into a contract 
with Ohio Fuel Gas Company (designated in the files of 
this Commission as Panhandle Eastern Pipe Line Com¬ 
pany Rate Schedule FPC No. 108), for the sale of the gas 
which thus would be made available. This contract called 
for deliveries to Ohio Fuel of 25,000 Mcf of gas daily for 
20 years (under Paragraph 4(a) of Article II) and an addi¬ 
tional 25,000 Mcf daily for a period not to exceed 5 years 
(under Paragraph 4(b) of Article II). The contract pro¬ 
vides for cancellation of the deliveries of the additional 
25,000 Mcf by either party, upon 90 days’ notice, after the 
War Production Board or its successor shall (1) cease to 
exercise war emergency jurisdiction over the parties in 
connection with dispatching of natural gas or, (2) advise 
the parties that control of the dispatching of natural gas 
from Panhandle’s system is no longer necessary to the 
furtherance of the war effort. 

It was apparent that the additional 25,000 Mcf were pro¬ 
posed to be sold by Panhandle on a temporary basis to 
maintain essential war production and to meet civilian 
needs during the war period. Deliveries of natural gas had 
theretofore been made by Panhandle to Ohio Fuel at those 
interconnections commencing in 1942 pursuant to a number 
of interim directives of the War Production Board. 

After public hearing held upon the application and upon 
consideration of the record there made, on March 31, 1945^ 
we issued to Panhandle a certificate of public convenience 
and necessity pursuant to Section 7 of the Natural Gas Act, 
as amended, authorizing the construction and operation of 
the additions to Panhandle’s then existing pipe line system 
proposed in the application (4 FPC 263). Panhandle did 
not present at that hearing any specific plan for the dispo T 
sition of the additional 25,000 Mcf in the event of termina¬ 
tion under the provisions of the contract, but the evidence 
then indicated the company’s intention to utilize such gas 


I 
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for the purpose of expanding its direct industrial and other 
markets at such time. Accordingly we included in the cer¬ 
tificate the following condition: 

“(B) This certificate is granted upon the express con¬ 
ditions that (1) the facilities herein authorized 
shall not be used for either the transportation or 
sale of natural gas, subject to the jurisdiction of 
this Commission, to any new customers of appli¬ 
cant except upon specific authorization first ob¬ 
tained from this Commission, and (2) applicant 
shall not abandon or terminate any service ren¬ 
dered by means of such facilities to The Ohio Fuel 
Gas Company without first obtaining the approval 
of the Commission in accordance with the require¬ 
ments of the Natural Gas Act, notwithstanding 
any provisions for termination of deliveries con¬ 
tained in the contract between applicant and The 
Ohio Fuel Gas Company, dated February 9 , 1945 ”; 
(Emphasis supplied) 4 F. P. C. 273. 

Ohio Fuel Gas Company is an operating subsidiary of 
the Columbia Gas System and is engaged in the distribution 
of natural gas at wholesale and retail in some 66 of the 88 
counties of the State of Ohio. The company is responsible 
for gas service, directly or indirectly, to approximately 
850,000 consumers in that State. It distributes gas directly 
to consumers in a number of cities and communities in¬ 
cluding the City of Toledo. Among the distributors to 
whom Ohio Fuel sells natural gas at wholesale are Cincin¬ 
nati Gas and Electric Company, Dayton Power and Light 
Company, West Ohio Gas Company, Western Ohio Public 
Service Company, and Delaware Gas Company. Ohio Fuel 
is a natural gas company within the purview of the Natural 
Gas Act (3 FPC 301, 307). 

On July 30,1946, Panhandle and Ohio Fuel entered into 
a supplemental agreement under the provisions of which 
subsequent deliveries of 4(b) gas were made dependent 
upon the ability of Panhandle to serve its other firm cus¬ 
tomers. This agreement was filed as Supplement No. 2 to 
Panhandle Rate Schedule FPC No. 108 on October 10,1946, 
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and permitted to become effective by this Commission In 
the Matter of Panhandle Eastern Pipe Line Company, 
Docket Nos. G-807 and G-620, Opinion No. 152 and order 
issued July 8,1947. Under the Commission’s order of No¬ 
vember 25,1947, in Docket Nos. G-200 and G-207, the result 
was the termination of the firm obligation of Panhandle 
to make deliveries of 4(b) gas between December 1, 1947 
and April 15, 1948. 

On March 17,1948, Panhandle, having given the required 
written notice of cancellation to Ohio Fuel, filed with the 
Commission Supplement No. 9 to its Bate Schedule FPC 
No. 108 by means of which it proposes to cancel and ter¬ 
minate the provisions of said Rate Schedule FPC No. 108 
relating to the delivery of 4(b) gas. Panhandle proposes 
that such supplement be made effective as of April 16,194$. 

The Commission on April 14, 1948, adopted an order in 
Docket No. G-1035 suspending the proposed supplement and 
deferring the use thereof until September 16, 1948, an^l 
ordering that a hearing be held thereon. By the same 
order, we reopened Docket No. G-620 for the purpose of 
determining whether paragraph (B) of the Commission’s 
order of March 31, 1945, issuing a certificate of public con¬ 
venience and necessity to Panhandle, should be modified, 
and consolidated such proceedings with Docket No. G-1023 
for purposes of hearing. 

Thus the question is raised as to the volume of natural 
gas Panhandle is to deliver to Ohio Fuel on and after April 
16, 1948. I 

In the proceeding in Docket No. G-620, in which we issued 
the certificate of public convenience and necessity herein¬ 
before referred to, it was clear that, while Panhandle pror 
posed therein to deliver 25,000 Mcf of gas for a definite 
period of time, the remainder was to be delivered upon a 
temporary emergency basis. We found therein that the 
evidence clearly established that the proposed facilities 
were urgently required to maintain essential war produc¬ 
tion and to meet civilian needs during the war emergency. 
We recognized the fact that the heavy war demands were 
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materially diminishing the supply of gas that otherwise 
would have been available for civilian use. We recognized, 
•too, that increasing supplies of additional gas were being 
made available to the Appalachian area through the Tennes¬ 
see Gas Transmission Company’s line from Texas. 

We were then aware that developments were taking place 
upon the Panhandle System* which might require additional 
supplies of gas thereon, and recognized that upon the ter¬ 
mination of the* war emergency, 4(b) gas might be required 
elsewhere on Panhandle’s system. Consequently, we saw 
the probability that the provisions of the contract which 
permitted the cancellation of the 4(b) deliveries would be 
exercised. However, we made clear in the opinion our pur¬ 
pose to retain, in the public; interest, control over the dis¬ 
position to which the gas would be put in lieu of its de¬ 
livery to Ohio Fuel 

Panhandle is the sole source of natural gas supply for 
substantially all of its customers exclusive of Ohio Fuel, 
East Ohio Gas Company and Texas Gas Transmission Cor¬ 
poration, and it is a relatively minor source of supply for 
the first two of these companies. On the other hand, Ohio 
Fuel and the other major distribution companies in the 
Appalachian area have available other sources of supply 
of natural gas including their own production, local pur¬ 
chases, and deliveries from the Tennessee Gas Transmis¬ 
sion Company and Texas Eastern Transmission Corpora¬ 
tion lines. Although these transmission systems are some¬ 
what behind schedule in delivering gas into the Appalachian 
area in the volumes previously contemplated, the evidence 
shows that the deliveries therefrom are increasing much 
more rapidly than is the delivery capacity of Panhandle. 

In view of the urgent needs, as shown upon this record, 
of customers elsewhere on the Panhandle System who rely 
wholly upon it for their supplies of natural gas, we con¬ 
clude that it would be unreasonable and against public in¬ 
terest not to permit the cancellation, as originally contem¬ 
plated by the parties and provided for in the supplement 
now under suspension,'of the 4(b) deliveries by Panhandle 
to Ohio Fuel. 
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We find, therefore, that the public convenience and neces¬ 
sity do not require the continuance of the condition; set out 
in Paragraph (B) of our order of March 31,1945, and that 
said paragraph should be modified by striking therefrom 
clause (2) thereof-and that, as so modified, Paragraph (B) 
should continue in force and effect. 

We further find that Supplement No. 9 to Panhandle’s 
Rate Schedule FPC No. 108 should be permitted to become 
effective as of April 16, 1948. 

Article III of the rate schedule under consideration pro¬ 
vides that the gas contemplated under Paragraph 4(a) of 
Article II shall be delivered to the two delivery points-r 
Maumee and Muncie—in such proportions as may be agreed 
upon from time to time between the parties, provided, how¬ 
ever, that Panhandle may require that Ohio Fuel take as 
much as 20,000 Mcf a day at Muncie. In the latter event 
Ohio Fuel could demand deliveries of no more than 5,000 
Mcf a day at Maumee. Parenthetically it should he pointed 
out that Maumee is, but Muncie is not, east of Panhandle’s 
Edgerton compressor station. Consequently, although the 
testimony of Ohio Fuel’s chief engineer was that Ohio Fuel 
needed deliveries of 20,000 Mcf a day at Maumee this sum-? 
mer for the purposes of the storage program in its north¬ 
ern storage fields, this gas purchase contract, in so far as 
the 4(a) gas is concerned, might well be held to be a firm 
contract for only 5,000 Mcf at the latter point. 

The evidence of record shows that for the year 1948 and 
through the winter season of 1948-1949, Ohio Fuel does not 
have adequate pipe line interconnection between the north-1 
ern and southern portions of its system and that this lack 
of capacity may prevent the delivery of the required vol¬ 
umes of gas for the supply of the Toledo area, including 
provision for summer storage, unless substantial volumes! 
are received by Ohio Fuel from Panhandle at Maumee. The 
chief engineer of Ohio Fuel stated that daily deliveries-of j 
20,000 Mcf at Maumee during the storage period of 1948 
and 5,000 Mcf a day during the winter season of 1948-1949 
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would provide for the delivery of required volumes of gas 
at Toledo. 

A large part of the current storage season has now 
elapsed and considering the volumes shown by the record 
to be required to assure uninterrupted service in the Toledo 
area, we find that deliveries of 15,000 Mcf per day by Pan¬ 
handle to Ohio Fuel at Maumee until the end of the next 
heating season will provide the volumes of gas required at 
Toledo. The record shows that Ohio Fuel’s construction 
program should eliminate existing bottle-necks before the 
summer of 1949 and accordingly the requirement that Pan¬ 
handle deliver 15,000 Mcf of gas to Ohio Fuel at Maumee 
should not extend beyond April 30, 1949. 

We therefore find that a supplement should be filed by 
Panhandle which will make available to Ohio Fuel at the i 
Maumee delivery point until April 30, 1949, not less than 
15,000 Mcf of the total of 25,000 Mcf per day to which Ohio 
Fuel is entitled under Paragraph 4(a) of Panhandle Rate 
Schedule FPC No. 108. 

Texas Eastern Transmission Corporation 
Docket No, G-880 

In our order of March 21, 1947, in this matter, issuing a 
temporary certificate of public convenience and necessity 
to Texas Eastern for the operation of the “Big Inch” and 
“Little Big Inch” pipe lines, we recognize the then short¬ 
age of gas in the area served by Panhandle, and in an order 
entered on April 29,1947, we found it necessary and desir¬ 
able in the public interest that during the temporary opera¬ 
tion of the “Inch” lines by Texas Eastern, certain de-'i 
liveries of natural gas be made therefrom including 20,000 
Mcf daily to Panhandle. 1 

By order entered June 12, 1947, the orders of March 21, 
1947, and April 29,1948, were modified (the modification to 

l This condition in the certificate was, in effect, a continuation of previously 
ordered deliveries in Docket No. G-824 during the period of operation of the 
“Inch” lines by Tennessee Gas Transmission Company. 
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be effective from and after June 17,1947) in some respects, 
but the allocation of 20,000 Mcf a day to Panhandle was not 
disturbed. j 

In our Opinion No. 157 we again took cognizance of the 
gas shortage situation on the Panhandle System and our 
order entered concurrently therewith (October 10, 1947) 
contained the following condition: 

“ (J) Applicant shall deliver approximately 20 million 
cubic feet of natural gas per day to relieve the 
existing gas shortage in the territory supplied by 
the Panhandle Eastern Pipe Line Company, such 
deliveries to be on a displacement basis by deliv¬ 
eries through existing connections with The Ohio 
Fuel Gas Company and connections to be estab¬ 
lished by Applicant with the facilities of Kentucky 
Natural Gas Corporation and Indiana Gas and 
Water Company. Such deliveries shall continue 
until April 30, 1948, unless extended to April 30, 
1949, as provided in our Opinion herein, and shall 
be contingent upon firm commitments from Pan¬ 
handle or its customers who will benefit thereby 
to pay for such gas on a basis consistent with Ap¬ 
plicant ’s prevailing rates and charges for gas sold 
by it in the Appalachian area.” 

On March 23,1948, it appearing that the acute gas short¬ 
age there referred to might extend beyond April 30, 1948, 
we entered an order setting the matter down for hearing to 
determine whether there is a continuing shortage of gas 
supply in the area served by Panhandle which requires the 
continuance of such deliveries, as provided in said Para-t 
graph (J), and the proceeding was consolidated for pur^ 
poses of hearing with the matters involved in Docket No, 
G-1023, more particularly hereinafter described. 

Pursuant to due notice a public hearing was held begin¬ 
ning on April 7,1948, and concluding, with respect to Dock¬ 
et Nos. G-620, G-1035 and G-880, on April 29,1948. 

On April 30, 1948, we issued an interim order in which 
we found that a prima facie showing had been made as to 
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the need for the continuance for the time being of the deliv¬ 
ery of 20,000 Mcf of gas per day to relieve the natural gas 
shortage situation existing on the Panhandle system. We 
found, however, that the evidence relating to the need for 
continuance of such deliveries to April 30, 1949, had not 
been fully tested and concluded that the condition should 
continue until further order and that the record in Docket 
No. G-880 should remain open until the consolidated pro¬ 
ceeding was concluded and we had before us all of the evi¬ 
dence pertinent to this issue. 

Whereupon we ordered that the record in Docket No. 
G-880 be reopened for the taking of further evidence and 
again consolidated the proceeding with Docket No. G-1023 
for purposes of hearing. We now have before us the com¬ 
plete record in the consolidated proceeding. 

Gas companies operating in the Appalachian area and in 
Philadelphia and the State regulatory commissions of Ohio 
and New York oppose the continuance of the condition set 
out in Paragraph (J) of our order of October 10,1947. Cus¬ 
tomers of Panhandle in Missouri, Illinois, Indiana and 
Michigan and the regulatory commissions of Michigan, In¬ 
diana and Illinois, request the continuance of the condition. 
Panhandle takes no position in this respect except to state 
that it is not requesting the continuance of deliveries as pro¬ 
vided in the condition. 

We are aware of the fact, as we have already said, that, 
generally, Panhandle’s customers are dependent upon it as 
their sole source of gas while most distributors in the Ap¬ 
palachian area have more than one such source; and that 
comparatively the supply situation, generally, in the Appa¬ 
lachian area is improving at a much more rapid rate than is 
the case on the Panhandle System. In this connection it 
may be noted that, whereas we made our first finding that 
20,000 Mcf of Texas Eastern gas should be available to 
meet the emergency needs of the Panhandle area when the 
total deliveries through the Big Inch lines amounted to only 
127,000 Mcf, the deliveries today have passed the 300,000 


203 

13 j 

Mcf mark and are expected to pass the 500,000 Mcf mark by 
January, 1949. Thus the amounts of Southwestern gas 
available to the Appalachian companies from this system 
alone, after deduction of the allotment to Panhandle, will 
have increased nearly five-fold. 

In our order of April 30,1948, we directed that the provi-j 
sions of Paragraph (J) of our order of October 10,1947, be 
continued in full force and effect until such further order as 
the Commission may issue upon the basis of the full record. 
Upon consideration of the full record, including the oral 
arguments presented and written statements filed, we find 
that the deliveries by Texas Eastern for the account of: 
the Panhandle area pursuant to Paragraph (J) should con¬ 
tinue to April 30, 1949, contingent upon arrangements by 
Panhandle or its customers to take and pay for such gas. 
We further find that, to the extent that any portion of such 
gas is not being taken under such arrangements, it should 
be available for the general pipeline deliveries of Texas 
Eastern. j 

Panhandle Eastern Pipe Line Company, Docket No. G-1023. 

Upon consideration of various matters coming to the at¬ 
tention of the Commission, indicating a possible shortage 
of pipe line capacity in the Panhandle System to supply 
the requirements of its direct customers and the require- [ 
ments of distributing utilities dependent in whole or in part; 
upon it for their supply of natural gas (including those mat- j 
ters involved in Docket Nos. G-620, G-1035 and G-880, dis- i 
cussed above, and those involved in Docket Nos. G-1013 .; 
and G-1G29 which will be discussed later), as well as the 
lawfulness of certain deliveries made by Panhandle under 
filed rate schedules and other matters related thereto, we i 
issued on March 23, 1948, an order instituting an inquiry 
and investigation under Sections 5,14 and 16 of the Natural 
Gas Act, and ordered that a hearing be held to enable the 
Commission to issue such orders as might be required re¬ 
specting the issues raised. 
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On May 11, 1948, while the consolidated proceeding was 
in progress, we issued an interim order in Docket Nos. G- 
1023, G-1013 and G-1029, directing certain procedures with 
respect to the hearing and defining with somewhat greater 
particularity certain of the issues theretofore raised in 
our order of March 23, 1948. 

Missouri Refractory Contracts 

On January 23, 1948, Panhandle filed, pursuant to the 
provisions of the Commission’s Order No. 107, six contracts 
each of which was dated December 24, 1947, and under 
the provisions of which Panhandle undertook to supply 
the entire requirements, up to fixed amounts, of natural 
gas for industrial use on a firm basis for a period of 180 
consecutive days commencing after April 1 of each year, 
such contracts being with Harbison-Walker Refractories 
Company at Fulton and Vandalia, Missouri; Mexico Re¬ 
fractories Company, Mexico, Missouri; North American 
Refractories Company, Farber, Missouri; Walsh Refrac¬ 
tories Company, Farber, Missouri; and Wellsville Fire 
Brick Company, Wellsville, Missouri. 

Previously these companies had been supplied with natu¬ 
ral gas under contracts which provided that the obligation 
of seller to deliver was subject to curtailment and interrup¬ 
tion of deliveries when, in seller’s judgment, gas which 
otherwise would have been delivered to buyer was needed to 
meet the requirements of other customers receiving service, 
either directly or indirectly, from Panhandle’s pipe line 
system, under classifications contemplating an uninterrupt¬ 
ible supply of gas. In the earlier contracts as well as the 
contracts of December 24, 1947, the buyer in each instance 
had agreed to keep a sufficient quantity of other fuel in stock 
at all times, so that no material injury or damage would 
result to buyer in the event of curtailment or interruption 
of gas deliveries. The evidence shows that the first serious 
curtailments on Panhandle’s system occurred in the latter 
part of December 1945. It was not until then, therefore, 
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that the refractory companies were concerned with the 
distinction between firm and interruptible deliveries. They 
then began efforts to acquire from Panhandle firm contracts 
in lieu of those then in effect. Negotiations between the par¬ 
ties finally resulted in the contracts here under considera¬ 
tion. 

Question is thus raised as to whether the service proposed 
during 180 days in each calendar year, supplanting in part 
the service theretofore rendered on an interruptible basis,! 
as well as other changes in the terms and conditions of ser- i 
vice, are unreasonable and improper or otherwise unlaw-j 
ful, in view of Panhandle’s existing pipe line capacity and 
the lawful demands upon its system. 

The record shows that the refractory industry is a major 
factor in the economy of that portion of the State of Mis¬ 
souri in which these plants are located; that the gas re¬ 
ceived from Panhandle is employed for highly specialized 
industrial purposes, and that interruptions in fuel supplies 
are matters of serious concern to those industries. 

But the record also shows that substantially all natural i 
gas sold by Panhandle for industrial use is employed in ! 
highly specialized industrial processing operations which 
require continued and uninterrupted deliveries of such gas i 
for varying periods of time; that deliveries for such pur¬ 
poses have been made for many years and the economic and 
industrial development of many communities in the area 
served by Panhandle is dependent upon such a continued 
supply of natural gas to the industries located therein. A 
number of Panhandle’s other customers, direct and indi¬ 
rect, testified that they have tried for a long time to secure 
firm deliveries for these purposes but have been unable 
to do so. 

It is clear from the record that service like that proposed 
in the contracts of December 24, 1947, to the Missouri re¬ 
fractory companies is not offered or made available to Pan¬ 
handle’s other direct or wholesale customers. We find and 
conclude, therefore, that such proposed service would have 
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the effect of granting an undne preference and advantage 
to the five refractory companies and subject Panhandle’s 
other customers to an undue prejudice and disadvantage. 
We further find and conclude that such proposed contracts 
would have the effect of maintaining an unreasonable dif¬ 
ference in service as between localities and between custo¬ 
mers. 

We further find that, to the extent that curtailment of 
service to the Missouri refractories on a prorata basis with 
curtailment of interruptible service is necessary to meet the 
requirements of customers not subject to interruption, fail¬ 
ure to do so would impair the ability of the Panhandle 
System to render adequate service, would constitute undue 
discrimination and would be a violation of the Natural Gas 
Act: 

The Situation East of Edgerton 

The Questions Presented .—Michigan Gas Storage Com¬ 
pany (Gas Storage) asserts that it will require daily de¬ 
liveries by Panhandle of approximately 100,000 Mcf of 
natural gas during the current summer to meet its require¬ 
ments for (1) consumers’ current daily demands, and (2) 
storage in its underground storage fields in Michigan to 
enable it to meet its winter requirements by taking gas 
from the storage fields and limiting its take of gas from 
Panhandle during the winter period. Gas Storage contends 
that it is entitled to receive such volumes of: gas during the 
current summer under its existing contract with Panhandle 
Eastern. 

Michigan Consolidated Gas Company (Consolidated) con¬ 
tends that it has a firm contract with Panhandle for the de¬ 
livery to it of 125,000 Mcf of natural gas per day. 

Panhandle has a rate schedule on file calling for the 
firm delivery to East Ohio Gas Company of 50,000 Mcf. 
per day. In addition, the evidence shows that at the pres¬ 
ent time Panhandle is delivering some 10,000 Mcf per day 
of gas to other and smaller companies in Ohio and Michigan. 
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Assuming the validity of the claims of Michigan Gas Stor-j 
age and Michigan Consolidated, together with delivery of; 
15,000 Mcf of gas to Ohio Fuel Gas at Maumee on a firm 
basis, in accordance with our decision herein the total re¬ 
quirements on Panhandle’s system east of its Edgerton sta¬ 
tion exclusive of any amounts to Union Gas Company of 
Canada, would he 300,000 Mcf per day during the summer 
months. The engineering assistant to Panhandle’s vice 
president in charge of operations testified that the physical 
capacity of the Edgerton station is from 265,000 to 270,000 
Mcf per day on the average. 

There is other evidence in the record, however, which j 
makes it clear that a substantially larger volume of gas has 
been and may be delivered through that compressor station. 

It should be clearly understood, therefore, that we do not 
here find this to be the physical capacity of Edgerton sta- | 
tion, nor do we conclude that no more than 270,000 Mcf per j 
day, on the average, can be delivered to Panhandle’s cus¬ 
tomers to the East thereof. Nevertheless, we shall use this 
figure for our present purposes; and there would thus ap- j 
pear to be an excess of firm demands upon the Panhandle j 
System east of its Edgerton station above the capacity of j 
that part of its system amounting to approximately 30,000 
Mcf per day. 

Our order of March 23,1948, supplemented by our order 
of May 11, 1948, raised the questions whether Gas Storage ; 
requires daily deliveries from Panhandle of approximately • 
100,000 Mcf of gas per day during the summer months, and 
whether it is entitled, under its gas purchase contract with 
Panhandle, designated in the files of this Commission as 
Panhandle Eastern Pipe Line Company Rate Schedule ■ 
FPC No. 113, to take from Panhandle such volume of gas j 
to meet such requirements. 

Those orders also raised the questions (1) whether Con¬ 
solidated, under the provisions of its gas purchase con- j 
tract with Panhandle, (designated in the files of this Com- j 
mission as Panhandle Eastern Pipe Line Company Rate ! 
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Schedule FPC No. 12, as supplemented) is entitled to take 
any gas from Panhandle at Detroit for underground stor¬ 
age, (2) whether Consolidated is entitled to take any gas 
from Panhandle at Detroit for underground storage for sub¬ 
sequent sale and distribution either in the Detroit area 
or areas outside thereof; and (3) whether Consolidated is 
entitled, under all the circumstances, to take 125,000 Mcf 
of natural gas per day at Detroit. 

Gas Storage’s Right to Take Gas .—Gas Storage is a 
Michigan corporation authorized to do business only in the 
State of Michigan and having its principal place of busi¬ 
ness in Jackson, Michigan. The corporation was organized 
on June 4, 1946, pursuant to the terms of a contract dated 
May 3, 1946, between Panhandle and Consumers Power 
Company, for the purpose of the development by Gas Stor¬ 
age of the business of purchasing, receiving, producing, 
storing, transmitting and selling natural gas in the State 
of Michigan in such a manner as to enable it to receive and 
store natural gas during the summer months and to with¬ 
draw from storage and sell such natural gas during the 
winter months in order thereby to meet the day-to-day re¬ 
quirements of Consumers Power Company. 

Consumers Power Company is a public utility engaged, 
among other things, in the local distribution of natural gas 
to individual consumers in the State of Michigan. It dis¬ 
tributes natural gas in approximately 244 communities, in¬ 
cluding the towns of Alma, Bay City, Flint, Jaskson, Kala¬ 
mazoo, Lansing, Owosso, Pontiac and Saginaw, all within 
the State of Michigan. 

On June 7,1946, Gas Storage and Panhandle entered into 
a contract (Panhandle Rate Schedule FPC No. 113 above 
referred to) under the provisions of which Panhandle un¬ 
dertook to deliver to Gas Storage each calendar year for a 
term of twenty-five years ‘ * such quantities of gas as stor¬ 
age company may require in the manner, to the extent and 
with the exceptions * * *” thereafter specified. Gas Stor¬ 
age is required to keep Panhandle informed of its purchase 
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requirements from Panhandle approximately five years in 
advance by a statement to be submitted to Panhandle an-: 

I 

nually. Panhandle may deliver during each calendar year 
up to 5% less than Gas Storage’s specified requirements, 
provided, however, that the accumulated deficits do not ex-1 

ceed 12% of such requirements for the current calendar; 

year. j 

A significant recital in the contract is that Panhandle j 
proposes, subject to the approval of the Federal Power j 
Commission, presently to enlarge the capacity of its trans¬ 
mission lines from their then rated capacity of 383,000 Mcf 
per day to a rated capacity of approximately 473,000 Mcf 
a day and to proceed with such enlargements at once. Until 
the completion of these enlargements Panhandle is required 
to deliver a minimum of 25,000 Mcf a day and thereafter a | 
minimum of 30,000 Mcf a day. 

A statement providing for the delivery of specific monthly 
and annual volumes of gas for the remainder of the year 
1946 and the four succeeding years was attached to the con¬ 
tract. The statement provides for the delivery of 3,100,000 
Mcf in each of the months of May, July, August and Oc¬ 
tober 1948 and 3,000,000 Mcf in each of the months of June 
and September 1948 or an average of 100,000 Mcf a day for 
each of these six months. 

It appears, therefore, that the contract intended to, and 
does, entitle Gas Storage to receive from Panhandle fixed 
amounts during each month of the year. 

On July 1, 1946, Gas Storage filed with this Commis- I 
sion, In the Matter of Michigan Gas Storage Company, \ 
Docket No. G-731, 5 FPC 965, an application for a certifi¬ 
cate of public convenience and necessity, pursuant to Sec¬ 
tion 7 of the Natural Gas Act, as amended, to authorize the 
construction and operation of certain facilities and the ac¬ 
quisition and operation of certain other facilities, to enable \ 
it to receive and store natural gas during the summer 
months and withdraw from storage and sell such natural 
gas during the winter months. On December 4, 1946, we i 
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entered an order issuing a certificate of convenience and 
necessity authorizing such construction, acquisition and 
operation. 

It is clear, therefore, and we find that Gas Storage is en¬ 
titled, both under its gas purchase contract and under the 
certificate of this Commission, to take and receive from 
Panhandle on a firm basis such fixed monthly volumes of gas 
as are specified in the rate schedule on file with the Com¬ 
mission. 

Gas Storage’s Requirements .—Consumers Power Com¬ 
pany supplies only firm year round service. The evidence 
presented in this proceeding by Gas Storage shows that the 
requirements of Consumers Power Company, for the period 
May 1, 1948 to April 30, 1949, despite certain existing re¬ 
strictions with respect to the attachment of househeating 
load and to the use of gas for commercial and industrial 
purposes, will be about 23,000,000 Mcf. 

It is expected that of this amount approximately 2,000,000 
Mcf will be produced and purchased in Michigan fields by 
Consumers, thus leaving about 21,000,000 Mcf to be sup¬ 
plied by Gas Storage. In addition to the requirements of 
Consumers, Gas Storage estimates that approximately 
1,100,000 Mcf of gas will be lost or unaccounted for in its 
operation. The record discloses that because of Gas Stor¬ 
age’s inability to secure from Panhandle during the last 
storage season the volumes of gas then required to meet 
the demands of Consumers upon Gas Storage and at the 
same time maintain the storage program, the storage fields 
were drawn down to pressures substantially below those 
considered adequate for the safe maintenance and efficient 
operation thereof. Actually, withdrawals were such that 
they reduced the pressures to a point threatening perma¬ 
nent and irreparable damage to these fields. The evidence 
is that approximately 3,100,000 Mcf of natural gas will be 
required to bring the pressures in these storage fields back 
to safe and efficient operating levels. Thus it appears that 
for the year ending April 30,1949, Gas Storage will require 
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some 25,200,000 Mcf of natural gas from Panhandle. Of 
this amount, about 18,300,000 Mcf is scheduled to be ret 
ceived during the 6 months, May through October, 1948. I 
Consolidated’s Right to Take Gas .—Michigan Consoli¬ 
dated Gas Company, a Michigan corporation, having its 
principal place of business at Detroit, Michigan, owns fa¬ 
cilities which are used for, and the company is engaged in^ 
the transportation of natural gas in interstate commerce, 
and it is a “natural-gas company” within the meaning of 
the Natural Gas Act, as amended. i 

Consolidated’s operations are largely confined to twoj 
areas in southern Michigan, which are designated the De¬ 
troit District and the Western District, respectively. Thei 
Detroit District consists of the City of Detroit and areas 
adjacent thereto, while the Western District is comprised 
of the cities and metropolitan areas of Grand Rapids, | 
Muskegon, Big Rapids, Mount Pleasant, and Belding- 
Greenville, Michigan. We are immediately concerned only 
w T ith Consolidated’s operations within the Detroit District. j 
Deliveries of gas by Panhandle to Consolidated are made 
pursuant to a contract entered into on August 31, 1935, ] 
heretofore referred to and designated in the files of this j 
Commission as Panhandle Eastern Pipe Line Company 
Rate Schedule FPC No. 12 and supplements thereto, be¬ 
tween Panhandle and Consolidated’s predecessor, Detroit 
City Gas Company. The term of such contract was for a I 
period of 15 years, beginning with the effective date thereof ! 
and from year to year after the expiration of said 15-year 

■ 

period until cancelled on 18 months’ notice in writing given 
by either party to the other. In this contract it is provided 
that “* * * Seller agrees to sell and deliver to Buyer, and 
Buyer agrees to buy from Seller, all of the natural gas re¬ 
quirements of Buyer for distribution and sale to any and 
all of its present and future customers and for its own use, 
but not in excess of 90 million cubic feet * * * per day j 
which represents all of the gas Seller now believes it can i 
safely contract to furnish Buyer at this time.” 


j 
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The contract also provided (Article XI, paragraphs 3 
and 4): 

“3. Buyer agrees that it will, subject to temporary or 
permanent outage resulting from either unavoid¬ 
able deterioration or casualty, maintain in operation 
the storage holders which it now has, and will oper¬ 
ate the same each day so as to assist in leveling the 
peak demands for natural gas to be delivered by 
Seller, hereunder, subject, however, to the right of 
Buyer to keep at all times, in its holders a reserve of 
gas of sufficient quantity to insure safe and adequate 
service to its customers as determined by Buyer; and 
Buyer will as nearly as practical, with storage capac¬ 
ity, take natural gas in equal and uniform hourly 
volumes. Subject to the aforesaid use by Buyer of 
holder capacity, Seller agrees to deliver to Buyer, 
natural gas in accordance with the hourly and daily 
demands of the markets of Buyer up to but not to 
exceed a maximum daily demand of 90 million cubic 
feet, or its equivalent 912,600 therms. 

“4. Inasmuch as interruptions in the delivery of gas here¬ 
under may from time to time occur due to force ma- 
jeure, as herein defined, or otherwise, and Buyer 
serving the large populous and industries within the 
metropolitan areas of Detroit, being in duty bound 
to maintain its present water gas generating plants 
in good operating conditions to effect continuity of 
service during such periods of interrupted service 
on the part of Seller, and because in order to furnish 
gas of substantially the heat equivalent of natural 
gas, it will be necessary for Buyer to make large ex- 
i penditures on such generating equipment, Seller, 
recognizes and agrees that notwithstanding the cov¬ 
enant that Buyer will purchase from Seller all of 
its natural gas requirements, Buyer may use its 
present generating plants from time to time to man¬ 
ufacture gas substantially equivalent in heat units 
to natural gas, to assist in leveling those peak de¬ 
mands which would otherwise increase the cost of 
gas under this agreement, provided, however, that 
Buyer shall pay for the minimum requirements speci¬ 
fied in Section 4 of Article II; provided, further, that 
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nothing in this section contained shall limi t Seller’s 
obligation to furnish Buyer’s requirements for gas 
as elsewhere herein provided.” 

Thereafter, a supplemental contract, dated September 
29,1934, was entered into between the parties, in which ap¬ 
pears the statement (Article I) that: 

“It is understood that under the terms and provi¬ 
sion of the gas contract, Seller is obligated to sell 
and deliver to Buyer the natural gas requirements of 
Buyer, but not in excess of 90 million (90,000,000) 
cubic feet * # * which constitutes Seller’s maximum 
obligation under said contract.” 

A fourth supplement to the contract, dated June 29,1940, 
provided, among other things, that “* * * Seller agrees to 
commence the completion and installation of such additions 
to its pipe line system as may be necessary to enable it to 
deliver such natural gas as Buyer may require up to but 
not in excess of 125 million (125,000,000) cubic feet # * * 
per day * • 

There is no specific language either in the original or in 
any of the four supplemental contracts prohibiting under¬ 
ground storage of gas received by Consolidated from Pan¬ 
handle thereunder for later distribution and sale to it^ 
customers or for its own use. 

On December 13, 1946, Austin Field Pipe Line Company 
filed an application, in Docket No. G-834, for a certificate of 
public convenience and necessity authorizing the construe 
tion of certain natural gas transmission facilities for the 
transportation of natural gas from the Austin and Reed 
City gas storage fields to the city gate, among others, of 
Detroit, Michigan. On December 26, 1946, Michigan Com 
solidated Gas Company filed a similar application request¬ 
ing authorization for the installation of natural gas facili¬ 
ties consisting in the main of additional wells and gather¬ 
ing lines. It was proposed therein that such facilities be 
used in the operation of the Austin and Reed City fields! 
as gas storage fields. j 


21 4 

24 

After the hearing held upon those applications but prior 
to decisions thereon, Consolidated, on June 27, 1947, at 
Docket No. G-918, filed an application for a certificate of 
public convenience and necessity, authorizing the construc¬ 
tion, leasing and operation of facilities necessary to the 
proposed storage in the Austin field of gas obtained from 
Panhandle Eastern and the subsequent withdrawal there¬ 
from for distribution in the Detroit district. 

The three applications were heard upon a consolidated 
record and, based thereon, we issued on November 14,1947, 
an order granting the certificates requested for the con¬ 
struction proposed by Austin Field Pipe Line Company 
and the construction and operation proposed by Michigan 
Consolidated Gas Company. That order specifically au¬ 
thorized Consolidated to 

“IV. Construct, install and operate facilities in the Austin 
storage field for the storage therein and subsequent 
withdrawal of natural gas produced outside of the 
State of Michigan.” 

The question whether Consolidated is authorized under 
Panhandle’s Rate Schedule FPC No. 12, as supplemented, 
to store gas which it takes from Panhandle, was raised in 
the proceeding in Docket No. G-834, et al. In disposing of 
that case, the Commission made the following necessary 
finding: 

“Michigan Consolidated’s gas supply is adequate to 
meet the requirements of the operations therein au¬ 
thorized and the services to be rendered by means 
of the proposed facilities.” 

The only gas supply available to Consolidated at that time 
was from Panhandle; therefore, such a finding would not 
have been made nor could it have been made if it were our 
view that storage of gas was not permissible under the 
terms of said rate schedule. 

As we construe the language of the contract of August 
31, 1935, and the supplements thereto, it was clearly the 
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desire of Panhandle to maintain, as nearly as practicable, 
uniform deliveries of gas to Consolidated. At that time, 
of course, Consolidated had no underground storage and 
none was under contemplation. However, the distributing 
company did have surface holder storage facilities, ah 
though of limited capacity, and the contract clearly con¬ 
templated the operation of such facilities for the mainte¬ 
nance of as uniform a rate of take as possible. It is diffi¬ 
cult to believe that had Consolidated then owned under¬ 
ground facilities the use thereof would not have been re¬ 
quired for the same purpose. 

Furthermore, we are cognizant of the fact that Ohio Fuel 
Gas Company, East Ohio Gas Company and Texas Gas 
Transmission Corporation are now receiving and placing 
in storage natural gas from Panhandle under contracts 
which do not specifically provide for storage operations^ 
It is our belief that to construe Panhandle’s Rate Schedule 
FPC No. 12, as prohibiting such operations would consti¬ 
tute discrimination against Consolidated. 

We find, therefore, based upon the evidence of record, 
that under the language of the contract of August 31,1935,1 
as amended, Consolidated is entitled to take gas from Pan-j 
handle for purposes of underground storage and subsequent 
sale and distribution in the Detroit area. We also conclude 
that, aside from any applicable restrictions contained in 
Supplement 5 to such Rate Schedule, Consolidated is en¬ 
titled, under Panhandle’s Rate Schedule FPC No. 12, as 
supplemented, to take from Panhandle, on a firm basis, its 
entire Detroit requirements up to 125,000 Mcf of natural 
gas per day. 

i 

Importance of Michigan Storage Fields 

The use of partially depleted gas fields in Michigan as 
storage reservoirs has been adopted as the most feasible 
method of making available to the public, in a large part of 
central and southern Michigan, a reasonably adequate sup¬ 
ply of natural gas, particularly during winter periods. De- 
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mand for gas during the 1947-1948 winter in the area 
served by Consumers Power Company and Michigan Con¬ 
solidated Gas Company at Detroit exceeded 350,000 Mcf on 
the peak day in spite of restrictions in gas usage. To meet 
this demand, there was available from Panhandle approx¬ 
imately 150,000 Mcf; the remainder of the demand was 
supplied from storage reservoirs and by production of man¬ 
ufactured gas and, to a small extent, by gas obtained by 
Consumers Power Company from Michigan fields. 

Were Panhandle to attempt to meet this daily demand 
of 350,000 Mcf, it would be required to add a minimum of 
200,000 Mcf per day to its present sales capacity. The au¬ 
thorized additions to Panhandle facilities (including the 
Group “C” facilities) will increase the sales capacity by 
approximately 190,000 Mcf per day. Thus, it is seen that, 
without the storage projects in Michigan, the large addi¬ 
tions to facilities already authorized would fall short of 
meeting the demands of these two Michigan distributors 
without allowing for any load growth on the part of Pan¬ 
handle’s other customers. 

The record in Docket No. G-731 indicated that Gas Stor¬ 
age’s two storage fields, when fully developed, would be 
capable of delivering 230,000 Mcf on a winter peak day. 
The record in this proceeding indicates that the Austin 
Field of Consolidated is capable of delivering in excess 
of 370,000 Mcf on a winter peak day, when fully developed. 
Thus, these three fields alone are stated to be capable of 
delivering some 600,000 Mcf per day to the two companies 
without any increased winter demand upon Panhandle’s 
facilities. In fact, Gas Storage’s demand upon Panhandle 
under these circumstances would decrease some 25,000 Mcf 
per day. In addition, there are other storage fields in Mich¬ 
igan which, when developed by Consolidated, will further 
augment the peak day supply. 

The Michigan storage fields, when in operation to their 
fullest extent will in effect provide a source of peak supply 
to gas consumers in Michigan. By filling these storage 
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fields during the summer period of low demand, large vol¬ 
umes of natural gas will be available to Michigan consum¬ 
ers during the winter period to meet the demands caused 
by cold weather. While Consolidated’s demand on Pan¬ 
handle will be uniform throughout the year, ultimately Gas 
Storage will receive its annual supply of gas during an 
eight-month period, thus freeing 30,000 Mcf per day of Pap- 
handle’s capacity during the four winter months to help 
meet the demands of Panhandle’s other customers. Thus, 
utilization of the storage fields in Michigan will not only aid 
the two Michigan companies to expand their services, but 
will also provide definite benefits to other customers of Pan¬ 
handle. In addition, since the Panhandle-Gas Storage con¬ 
tract provides for the delivery of natural gas to Panhandle 
by Gas Storage in the event of emergency, the dependability 
of Panhandle’s service to its other customers will be further 
increased. The conditions under which the two Michigan 
companies will take gas will assist in utilizing Panhandle’s 
facilities to the maximum extent possible throughout the 
year, with consequent economical operation of its system. 

Equitable Distribution of Available Gas .—When we en¬ 
tered our order of December 4, 1946, issuing a certificate 
of public convenience and necessity to Gas Storage, we were 
aware, and the record here before us shows, that Consoli¬ 
dated’s then daily takes from Panhandle at Detroit during 
the summer months were substantially below the contract 
maximum of 125,000 Mcf. For instance, during August 1945, 
the maximum amount taken on any one day was 67,000 Mcf 
and during July 1945, 72,000Mcf. In fact there were only 
nine days throughout the period from April to October 
1945, inclusive, on which Michigan Consolidated took in 
excess of 100,000 Mcf. j 

Assuming the continuance of such a valley, and finding, 
as we did, that public convenience and necessity required 
the construction and operation of the storage facilities, we 
considered it in the public interest to permit to be employed 
for that purpose Panhandle’s apparently otherwise unused 
pipe line capacity. 
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Furthermore, as has been noted, in the gas supply con¬ 
tract betwen Gas Storage and Panhandle the latter had 
agreed to increase its line capacity by some 80,000 Mcf and 
we had, only three days before, authorized the construction 
and operation of the facilities by which it proposed to effect 
such an increase. It was our expectation, based upon the 
record in the two proceedings (Docket Nos. G-731 and G- 
918), that before normal diminution of the valley in Con¬ 
solidated’s summer load could imperiil Gas Storage’s pro¬ 
gram, adequate volumes would have become available 
through Panhandle’s “Group B” facilities. 

Thus it appeared, in view of the anticipated enlargement 
of Panhandle’s delivery capacity, that the surplus avail¬ 
able capacity of the pipe line in Michigan in the summer 
would be entirely adequate for Gas Storage’s proposed 
storage program. This took into account what was con¬ 
sidered to be the normal valley in Consolidated’s load, to¬ 
gether with the 25,000 Mcf per day which Consumers Power 
Company was already receiving from Panhandle. 

It appears that while the proceedings in Docket Nos. G- 
731 and G-918 were pending before us, Consolidated under¬ 
took interruptible sales which resulted in its taking of natu¬ 
ral gas up to 125,000 Mcf per day in the Detroit area. In 
addition, there were unexpected delays in getting the 
“Group B” facilities into operation. Nevertheless, in the 
hearing on the Austin Field Pipe Line Company certificate 
proceeding held in the summer of 1947 we were assured 
by representatives of Panhandle that, upon completion of 
the then scheduled construction, it would be able to deliver 
to Consolidated by June 1,1948, as much as 140,000 Mcf a 
day without impairment of service to any of Panhandle’s 
other customers. 

However, there have been further unexpected delays in 
Panhandle’s construction program, and it now appears that 
no appreciable additional capacity will be available from 
the “Group B” facilities before February 1, 1949. Thus, 
because of this change in the pattern of Consolidated’s sum- 
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mer load and the fact that Panhandle did not complete its 
construction program within the expected period of time, 
there are presently available to Panhandle’s customers east 
of its Edgerton Compressor station volumes of gas appre¬ 
ciably below the contractual requirements of its customers 
in that area. i 

The record discloses that Consolidated is presently tak^ 
ing from Panhandle’s lines at Detroit virtually every day 
125,000 Mcf of gas and that the difference between the 
amounts thus taken and Consolidated’s current firm de¬ 
mands is being placed in storage in the Austin storage field. 

On the other hand, Panhandle is delivering to Gas Storage 
only such volumes of gas as then remain available after all; 
other deliveries, including those to Consolidated, are madei 
east of Edgerton station. 

On the basis of the record made in this proceeding, we 
have reached the conclusion that, given the fact that the I 
authorized additions to Panhandle’s capacity, assumed in j 
connection with our authorizations of the two storage pro¬ 
grams, have not been completed, the excess of demands 
above pipe line capacity on Panhandle’s system east of the 
Edgerton station is attributable to the aggregate of the j 
increases in demands of Gas Storage and Consolidated, j 
without the requisite increase in Panhandle’s facilities j 
which have been authorized, and that because thereof the 
deficiency should be shared between them on an equitable j 
basis. It does not appear reasonable that the maximum j 
amount to which it is entitled under its gas purchase con- j 
tract should be delivered to Consolidated while deliveries 
to Gas Storage are limited to only a portion of the gas to 
which it is similarly entitled. If Consolidated is entitled 
to take 125,000 Mcf a day, then Gas Storage is entitled 
during the storage season to take 100,000 Mcf a day. The 
difficulty is that there is not 225,000 Mcf of gas a day avail- j 
able for distribution between them. j 

We find that the practice of Panhandle in permitting i 
Consolidated to take 125,000 Mcf a day, while delivering to 


i 
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Gas Storage something less than the quantity to which it 
is entitled under its gas purchase contract, has the effect 
of granting to Consolidated an undue preference and ad¬ 
vantage, and subjects Gas Storage to undue prejudice and 
disadvantage. 

After careful consideration of the record made in this 
proceeding, including the oral arguments presented and 
written statements filed, we find that during the present 
storage season Panhandle’s delivery capacity on its sys¬ 
tem east of Edgerton, after deliveries to its other cus¬ 
tomers in that area, should then be made available to Con¬ 
solidated and Gas Storage in the proportion that the con¬ 
tract requirement of each bears to the aggregate of their 
requirements, namely 100/225ths to Gas Storage and 
125/225ths to Consolidated. 

The evidence shows that the Austin field pipe line went 
into operation, and that Consolidated began storage opera¬ 
tions, on May 12, 1948. However, for the first few days 
deliveries to the field were comparatively small. Gas Stor¬ 
age, on or about May 15, 1948, completed its Flint com¬ 
pressor station and for the first time was able to receive 
100,000 Mcf a day from Panhandle. It is believed that the 
ratio of distribution between the two companies which we 
have found appropriate for the summer storage season 
should be applicable to the aggregate of the volumes of gas 
delivered to the two companies beginning on May 15, 1948. 
When related to the claimed requirements of the two com¬ 
panies the fairness of such a distribution will immediately 
become apparent. The following tabulation discloses the 
results of the application of this formula for the period 
May 1,1948 to April 30,1949: 
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Michigan 
Consolidated 
Gas Com¬ 
pany (Detroit 
District) 
(Mcf) 

Michigan 
Gas j 
Storage 
Company 
(Mcf) i 

Requirements from Panhandle 1 

45,625,000 s 

25,273,000 

Estimated Panhandle deliveries 2 3 
May 15-October 31, 1948 
Remainder of period 

18,741,700 

24,375,000 

14,993,700 

8,511,831 

Total 

43,116,700 

23,505,531 

Difference between requirements 
and deliveries 

2,508,300 

1,767,469 

Detail of Requirements 1 


! 

Firm gas sales 

41,414,000 

21,047,088 

Company use and unaccounted 
for 

1,717,000 

i 

1,085,220 

Sub-total 

43,131,000 

22,132,308 

Interruptible sales 

1,341,000 


Total sales and use 

44,472,000 

22,132,308 

Net increase in volume in 
storage 

1,025,000 

3,140,692 

Total required from Panhandle 

45,497,000 s 

25,273,000 


1 Data on Consolidated’s requirements are from Exhibit 14; data on Gas 
Storage’s requirements are from Exhibit 7, as modified by statements at tran- 1 
script pages 626, 627, and 7376. 

2 Discrepancy in Michigan Consolidated total requirement caused by total 
requirements in certain months being less than the 125,000 Mcf per day which j 
Schedule No. 2 of Exhibit 14 lists as being required from Panhandle. 

3 Assumptions as to Volume Available to Consolidated 

May 1, 1948 to May 14, 1948 — 125,000 Mcf per day 

May 15, 1948 to October 31, — 125/225ths of the aggregate volume 

1948 available to Consolidated and Gas 

Storage 

November 1,1948 to April 30, — 125,000 Mcf per day 

1949 
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It will be seen from the foregoing tabulation that, on the 
basis of the assumptions made, Consolidated would re¬ 
ceive 2,508,300 Mcf less than the amount it desires. If in¬ 
terruptible sales of 1,341,000 Mcf are not made, the deficit 
would be accordingly reduced. According to Consolidated’s 
evidence, “net increase to storage” of 1,025,000 Mcf rep¬ 
resents gas injected into the storage field in excess of the 
volume required to maintain the minimum storage pres¬ 
sure of 402 p.s.i. which was the pressure of the field on 
May 1, 1948. Therefore, if Consolidated withdraws from 
the Austin Field during the winter of 1948-49 volumes suf¬ 
ficient to reduce the field pressure on April 30, 1949, to 
that which obtained at the beginning of the storage pro¬ 
gram and does not make interruptible sales of 1,341,000 
Mcf, its storage would then become 142,300 Mcf. 

The “net increase in gas storage” of 3,140,692 Mcf is 
the amount desired to bring Gas Storage’s storage fields 
back to the desired pressures. The foregoing tabulation 
indicates that Gas Storage’s supply will, under this formula 
of distribution, be deficient by 1,767,000 Mcf. If such de¬ 
ficiency actually occurs, Gas Storage would have to choose 


Assumptions as to Volume Available to Gas Storage 


May 1, 1948 to May 14, 1948 — 

May 15, 1948 to October 31, — 
1948 

November 1, 1948 to April — 
30, 1949 


Actual receipts according to the 
record. 

100/225ths of the aggregate volume 
available to Consolidated and Gas 
Storage 

Volumes specified in Exhibit C to 
Panhandle’s Rate Schedule FPC 
No. 113 


For the period May 15, 1948, through June 30, 1948, the aggregate volume 
estimated to be available to both companies was based partly on actual de¬ 
liveries, as shown in the record, and partly on estimates. For the period 
July 1, 1948, to October 31, 1948, the aggregate volume available to both com¬ 
panies was taken at 195,000 Mcf per day, assuming deliveries through Edgcrton 
at the rate of 270,000 Mcf per day. 

The data in the tabulation with respect to Consolidated apply to its opera¬ 
tions in serving the Detroit District. The data with respect to Gas Storage’s 
requirements from Panhandle and its firm gas sales to Consumers Power have 
been reduced by 600,000 Mcf from those originally submitted in the exhibits 
because of arrangements subsequently made, according to the record, whereby 
Consumers Power Company will purchase gas directly from Panhandle at 
the rate of 4,000 Mcf per day for approximately five months during the sum¬ 
mer of 1948, such gas to be produced in the Howell Field, in Michigan. 
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between a reduction in deliveries to Consumers Powei* 
Company and a reduction in the amount of gas to be 
placed in storage. A decrease in deliveries to Consumers 
Power Company would presumably require a curtailment 
in industrial deliveries by that company. 

During the past winter, however, Consumers Power Com¬ 
pany was able to purchase from Panhandle an average of 
approximately 8,000 Mcf per day which the latter pro T 
duced in the Howell Field in Michigan. The record indi¬ 
cates that negotiations for the continuance of such de¬ 
liveries during the 1948-1949 winter period were under 
way. If deliveries at the rate of 8,000 Mcf per day are 
made to Consumers Power Company by Panhandle from 
the Howell Field from October 1, 1948, to April 30, 1949, 
the demands of Consumers Power Company on Gas Stor-i 
age would be reduced by 1,696,000 Mcf and the latter com¬ 
pany’s deficit in supply would be reduced to 71,000 Mcf. 

It is thus apparent, however, that in order to place the 
two companies on an equitable basis during the present , 
summer storage season, appropriate allowance must be; 
made with respect to the volumes of gas taken from Pan-; 
handle from May 15, 1948, to the date of this order. To i 
accomplish this result, assuring an equitable division of 
available supplies of gas during the period from May 15, : 
1948, to October 31,1948, we will direct that Panhandle de¬ 
liver the volumes of gas available for the two companies 
in the proportion of 52% to Consolidated and 48% to Gas 
Storage until such date as the totals available since May 
15,1948, have reached the proportion of 55.6% to Consoli- j 
dated and 444% to Gas Storage, respectively. Thereafter, 
and until October 31, 1948, the proportions shall be 55.6% j 
to Consolidated and 44.4% to Gas Storage. 

Regulation of Deliveries at Detroit —The gas which Con- ! 
solidated is presently taking from Panhandle’s lines in ex¬ 
cess of its current firm demands is being placed in storage 
at a relatively regular hourly rate. It is planned to use 
the storage holders to absorb the day to day variations in 
consumers’ demands. The consequence is that the sub- I 
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stantial variations in hour to hour consumer demands must 
be borne by Panhandle. The evidence is that the effect of 
such irregular takes has been to reduce Panhandle’s ability 
to deliver gas to Gas Storage by approximately 5 to 10 
thousand Mcf per day. We are convinced from the evi¬ 
dence before us, and so find, that the operation of con- 1 
trollers by Panhandle at the Detroit gate to even out the 1 
deliveries to Consolidated on an approximately uniform 
hourly basis would definitely improve Panhandle’s ability 
to deliver gas east of Edgerton. Furthermore, it should be 
noted that the deliveries by Panhandle to Ohio Fuel and 
to East Ohio Gas Company, the only other large cus¬ 
tomers of Panhandle east of the Edgerton station, have, 1 
since their inception, been made on a uniform hourly basis. 

We find, therefore, that the provisions of Panhandle Rate 
Schedule FPC No. 12, to the extent that they permit the 
taking of gas by Consolidated at Detroit at Consolidated’s 
sole discretion, and the practice under which such takes 
are effectuated are unjust, unreasonable, unduly discrim¬ 
inatory and preferential. 

We will, therefore, require the operation of controllers 
by Panhandle at the Detroit gate to even out the deliveries 
to Consolidated, on an approximately uniform hourly basis, 
subject to such variations, not to exceed 5 per cent above 
or below average, as may be mutually agreed upon between 
the pipe line company and the distributing company. 

i 

The Petition of Union Gas 
Company of Canada, Limited 

On April 23, 1946, in Docket No. G-619, 5 FPC 476, we 
issued to Panhandle a certificate of public convenience and 
necessity authorizing the construction of certain facilities 
to connect Panhandle’s existing pipe line system with the 
lines of Union Gas Company of Canada, Limited (Union). 
Simultaneously, in Docket No. G-612, 5 FPC 472, we issued ! 
an order authorizing the exportation by Panhandle of 
natural gas from the United States to Canada pursuant to 
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Section 3 of the Natural Gas Act, Panhandle having pro¬ 
posed to sell and deliver such gas at the international 
border to Union. It was contemplated that deliveries up 
to 5,500,000 Mcf a year during the summer period might be 
made through these facilities. 

Subsequently, Panhandle and Union constructed the fa¬ 
cilities for making the proposed deliveries, but because of 
Panhandle’s inability to meet the requirements of its cus¬ 
tomers in the United States, only small amounts of gas have 
been delivered to Union. These deliveries aggregated 
37,841 Mcf for the summer period of 1947. 

On January 30, 1948, Union filed with us a petition fori 
leave to intervene in Docket No. G-612 and for an order 
modifying our order of April 23, 1946, therein to provide 
a supply of natural gas by Panhandle to enable Union to 
maintain natural gas service in the area which it serves 
in Canada. The question thus raised, namely, the reason-, 
ableness of the request for a modification of the Co mm i s- j 
sion’s outstanding order in Docket No. G-612, was specified I 
in our order of March 23,1948, as one of the issues for con- j 
sideration in the hearing ordered held in Docket No. G-1023. 

To our order of April 23, 1946, in Docket No. G-612, we 
attached the condition that: 

“ * * * delivery of natural gas to Union shall be cur- j 
tailed or interrupted whenever, and to the extent, re- j 
quired for the protection of the deliveries of natural 
gas, either for immediate consumption or for storage 
to any and all of Applicant’s [Panhandle’s] customers 
in the United States.” 

The inauguration and continuation of any deliveries 
thereunder were clearly predicated upon the principle that 
no such deliveries would be made if to do so would impair 
service to any of Panhandle’s existing customers. Of these 
conditions and circumstances Union is fully aware. How¬ 
ever, predicated upon its need for gas, and investment 
made in facilities, Union now asks that we eliminate the 
restrictions presently imposed upon Panhandle’s export of 
8 gas to it. 
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We have given sympathetic consideration to the evidence 
and argument presented by Union, to the statement of the 
Canadian Minister, and to the argument presented by 
Counselor to the Canadian Embassy. We were partic¬ 
ularly impressed by the evidence presented on behalf of 
Central Pipe Line Company, which in turn, is seeking a 
supply of gas from Union. In the light of the acute short¬ 
ages now existing in the United States and the demands 
upon the Panhandle System, we believe it impossible to 
give Union the relief requested at this time. We shall be 
able to give further consideration to Union’s situation in 
connection with the additional capacity of the Panhandle ■ 
System which is now in prospect. For the present, how¬ 
ever, its petition must be denied without prejudice. 

Remaining Issues in Docket No. G-1023 

Such issues as are raised by our order of March 23,1948 
(as more particularly specified in our order of May 11, 
1948) in Docket No. G-1023 but not decided in this opinion 
will be subsequently disposed of by appropriate action of 
the Commission. 

Michigan Public Service Commission 
Docket No. G-1029 

' On April 1, 1948, Michigan Public Service Commission 
filed a petition at Docket No. G-1029, alleging that the total 
estimated minimum requirement of firm gas for use within 
the State of Michigan from the Panhandle line is 49,275,000 
Mcf during the April-October period of 1948; but that Pan¬ 
handle intended to make available to the Michigan dis¬ 
tributing companies to which it supplies the gas only 36,- 
620,700 Mcf, or 12,654,000 Mcf less than such minimum re¬ 
quirements. It was alleged further that unless 49,275,000 
Mcf of gas was delivered to these companies within that 
period, there would be necessitated during the winter of 
1948-1949 extreme and otherwise unnecessary curtailments 
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of firm industrial customers in order to protect domestic 
service of natural gas. We were asked in that petition to 
order Panhandle to give priority to deliveries to Gras Stor¬ 
age and Consolidated under their respective supply con¬ 
tracts before making deliveries to direct or indirect in¬ 
terruptible or offpeak consumers. 

At the hearing upon the issues raised in the petition, the 
petitioner presented voluminous oral testimony and docu¬ 
mentary evidence intended to establish the necessity for a, 
large and continuous supply of natural gas in Detroit and; 
that portion of Michigan lying north and west thereof.. 
There was also presented considerable evidence respecting 
the losses sustained by labor and industry occasioned by; 
the curtailment of gas service last winter necessitated by'i 
the shortage of fuels in Detroit and areas adjacent thereto. 
The evidence emphasized the dependence of other indus¬ 
trial sections of the United States upon uninterrupted in- j 
dustrial activity in the Detroit area. ! 

However, the evidence adduced in the consolidated pro-! 
ceeding by distributors and consumers located in other 
communities along the Panhandle System was equally per¬ 
suasive as to detrimental effect upon such communities of 
interruptions in the supply of fuel. Consequently, it would 
be extremely difBcult, if not impossible, for us to find upon j 
this record that, because of the magnitude of industrial ac¬ 
tivity in Michigan, service to industries elsewhere should j 
be curtailed so that service to industrial Michigan might 
be permitted to continue without interruption. 

Furthermore, it is doubtful that we could conclude that i 
interruptible industrial sales made directly or indirectly j 
along the Panhandle System west of its Edgerton com- i 
pressor station in the summer months by utilities not hav¬ 
ing the benefit of storage should be curtailed, during the 
period when such service is normally rendered without in¬ 
terruption, so that gas might be stored in the summer for 
sale for industrial purposes during the winter at times 
when such interruptible sales are normally curtailed to a 
substantial extent. 
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However, we have concluded that the contract between 
Panhandle and Gas Storage (Panhandle’s Rate Schedule 
FPC No. 113) and the contract between Panhandle and 
Consolidated (Panhandle’s Rate Schedule FPC No. 12, as 
supplemented) are firm contracts and we must assume that 
in the operations of its system, Panhandle will give to the 
deliveries thereunder the degree of priority appropriate 
thereto having due regard for the determination we have 
heretofore made with respect to the distribution of avail¬ 
able supplies of gas. 

As we have heretofore noted, a dominant, if not con¬ 
trolling, factor with respect to the supply of gas available 
from Panhandle’s system east of the Edgerton station is 
the physical capacity of that compressor station. But, 
since the station capacity is based upon estimates similar 
to those which have frequently in the past proved substan¬ 
tially below performance, we are unwilling to make a find¬ 
ing with respect to the availability east of Edgerton station 
of specific volumes of gas. Rather we believe that Pan¬ 
handle will exert every reasonable effort to deliver through 
that station the largest volumes of gas possible; and we 
shall expect that, if necessary to do so, and to the extent 
required, 1 Panhandle will make appropriate curtailment 
of interruptible deliveries pursuant to the provisions of ef¬ 
fective tariffs and contracts. 

Therefore, although we deny the request for an order, 
we do, nevertheless, substantially grant the relief requested. 

City of Grand Rapids , et al. v. Michigan Consolidated Gas 

Company 
Docket No. G-1013 

A complaint having been filed pursuant to the provisions 
of the Natural Gas Act by the cities of Grand Rapids, 
Muskegon, Muskegon Heights, North Muskegon and Roose- 

i It may be noted that continued deliveries of natural gas by Texas Eastern 
for the benefit of Panhandle’s customers will diminish the extent of such 
curtailment. 
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velt Park, Michigan, against Consolidated and Panhandle, 
on March 23, 1948, we issued an order setting the matter 
down for hearing and directed that such hearing be con¬ 
solidated with Docket No. G-1023, for purposes of hearing. 

The complaint alleges discrimination between the ser¬ 
vices rendered and rates charged by Consolidated in Con¬ 
solidated Western District, to which we have earlier re¬ 
ferred, in which the complainants are situated, and the ser¬ 
vices rendered and rates charged in Detroit and its environs 
and prays that by appropriate order we direct the removal 
of such discrimination. 

The record discloses that, since the inauguration of 
natural gas service in the Western District, such service 
has been supplied with gas produced locally. Within that 
district there are located three natural gas storage fields 
which are owned and operated by Consolidated, namely, the 
Austin, Goodwell and Reed City Fields. Prior to the com¬ 
mencement of operations of the Austin Field pipe line, oh 
May 12, 1948, there was no direct connection between the 
Western and the Detroit Districts, and all of the gas in! 
those storage fields had been locally produced. 

Since the inception of deliveries of natural gas to the 
Detroit city gate, all of the natural gas requirements of the 
Detroit distributing company have been supplied by Pan-i 
handle. Prior to May 12,1948, no Panhandle gas had ever; 
been transported to, or distributed in, the Western District 
by Consolidated, nor had any of the gas produced in the 
Western District ever been transported to or distributed in 
the Detroit District. As we have already noted, the con- i 
tract of August 31, 1935, between Panhandle and Consoli¬ 
dated’s predecessor provided for the sale and delivery by 
Panhandle of all of the natural gas requirements of the 
buyer for distribution and sale to any and all of its present 
and future customers. However, other corporations were 
then serving the Western Michigan area and it seems clear 
that the contract contemplated that Panhandle would sup- ; 
ply thereunder the demands upon the buyer’s distribution 
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system in and adjacent to the city of Detroit, Michigan, 
only. 

Panhandle contends that gas purchased from it by Con¬ 
solidated, under its Rate Schedule FPC No. 12, as supple¬ 
mented, may not be sold and delivered by the latter outside, 
the Detroit District. Consolidated does not contend other¬ 
wise. 

Though less directly than is the case here, this situation 
was brought to our attention In the Matter of Austin Field 
Pipe Line Company, Docket No. G-834, et al., and was dis¬ 
cussed in our order of November 13, 1947, issued in connec¬ 
tion therewith. We expressed the view that Consolidated 
should be able to deliver the gas obtained from Panhandle 
in the manner in which the public interest would best be 
served, and without restriction as to the particular district 
or market in which the ultimate sale might be made. We 
stated that the two companies should be afforded an oppor¬ 
tunity to make the necessary arrangements for such use of 
this gas before we took any further action. It does not ap¬ 
pear that our suggestion has been complied with. Appro¬ 
priate action by us is, therefore, required in the public in¬ 
terest. 

In connection with this question it should be pointed out 
that the completion of the Austin Field line establishes for 
the first time a direct connection between the two districts 
and by means thereof large volumes of gas may readily be 
moved from one district to the other. What has heretofore 
been considered two districts has thereby become an inte¬ 
grated transmission and distribution system with several 
sources of natural and manufactured gas supply. 

We have already found that Consolidated is entitled un¬ 
der Panhandle’s Rate Schedule FPC No. 12 to take gas for 
purposes of storage and subsequent distribution in the De¬ 
troit area. Upon consideration of the record here before 
us, including oral argument and written statements filed, 
we further find that to the extent that Rate Schedule FPC 
No. 12 does not clearly permit Consolidated to employ the 


231 


41 

gas which it receives thereunder for use throughout its in¬ 
tegrated system, such rate schedule is unjust and unrea¬ 
sonable. Accordingly, we shall direct Panhandle to file 
schedules which are just and reasonable in* this respect. 

It is our desire and intent by this decision to remove any 
obstacle which may have been thought to exist or which 
may have existed in the way of action by Consolidated and 
by the Michigan Public Service Commission appropriate 
to the demands of the situation. 

This finding must not, however, be construed as authori¬ 
zation to Consolidated to take or receive from Panhandle 
volumes of gas in excess of those to which it otherwise 
would be entitled under Rate Schedule FPC No. 12, as sup¬ 
plemented, or under the decision which we have made with 
respect to the division between Consolidated and Gas Stor¬ 
age of volumes available. 

On June 1, 1948, Complainant filed a petition requesting 
the severance of Docket No. G-1013 from Docket No. G-1023. 
The manner in which we here dispose of the issues in 
Docket No. G-1013 has the effect of granting such request. 

New York Public Service Commission Pocket No. G-1031 

Upon consideration of the petition of the New York Pub¬ 
lic Service Commission, filed on April 5, 1948, requesting, 
in substance, that we issue an order continuing in effect 
emergency deliveries of natural gas by Texas Eastern to 
United Natural Gas Company (United) until November 1, 
1948, and it appearing that the issues therein preseiited 
were substantially the same as those presented in Docket 
No. G-1023, we issued an order setting the matter down for 
hearing and consolidated the proceeding with Docket No. 
G-1023, for purposes of hearing. 

By orders dated February 11, 1948, February 20, 1948 
and March 8, 1948, in Docket Nos. G-200, G-207 and G-880, 
we had directed the delivery by Texas Eastern of 10,500 
Mcf of natural gas a day to United during the period com¬ 
mencing February 12, 1948, and ending at 8:00 a.m.,ion 
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April 7, 1948. The petition filed herein alleges that the 
supply of gas expected to be otherwise available to United 
would not be sufficient to fill the storage facilities of it and 
its affiliates, and that unless such storage facilities are 
filled during the storage season these companies would 
have difficulty meeting even their domestic loads during 
periods of peak demand next winter. 

United’s estimates of supplies of gas assume that the 
delivery of natural gas by Texas Eastern, under the con¬ 
tract referred to in our Opinion No. 157, will reach 30,000 
Mcf per day beginning on May 1, 1948. 1 Based upon that 
assumption and estimates of supplies from other sources, 
the record indicates a peak day deficiency on United’s sys¬ 
tem in the winter of 1948-1949 of 29,500 Mcf, calculated 
upon a temperature of —4° F. United’s evidence also shows 
a system industrial load of 18,000 Mcf per day. Thus, with 
complete curtailment of the industrial load, there is indi¬ 
cated a deficiency on the peak day in excess of 11,000 Mcf. 

While the record indicates that United’s gas supply is 
far from satisfactory, it would be considerably more aggra¬ 
vated, except for our previous action in Opinion No. 157 
and accompanying order entered October 10,1947, in Docket 
No. G-880 and our emergency orders referred to above. As 
a result of such orders, United has received substantial vol¬ 
umes of natural gas from Texas Eastern since October, 
1947, whereas under the language of its original contract 
with Texas Eastern, United would not have received any 
gas until Texas Eastern’s capacity exceeded 310,000 Mcf 
per day in the summer of 1948. 

There is now pending before us, and a public hearing is 
being currently held thereon, an application by Texas East¬ 
ern for a certificate of public convenience and necessity au¬ 
thorizing an increase in the capacity of its pipeline system 
to the extent of an additional 75,000 Mcf a day. In that 

l The record indicates that receipts were at the rate of approximately 25,000 
Mcf per day at the end of April, 1948, and may not reach 30,000 Mcf per day 
until sometime in the summer of 1948. 
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proceeding there is being developed the whole subject of 
the relative needs of those distribution companies now re¬ 
ceiving gas therefrom and those desiring to do so as they 
are related to such proposed additional capacity. United 
is a party to that proceeding. It is our belief that United’s 
situation can be more appropriately dealt with in that pro¬ 
ceeding than here. The petition should, therefore, be 
denied. 

Position of Philadelphia Gas Works Company 

With respect to the findings requested and the petition 
filed June 1, 1948, by Philadelphia Gas Works Company in 
Docket No. G-880, it is the view of the Commission that the 
order adopted October 10, 1947, in said docket did not pro¬ 
vide that the two Philadelphia companies should have a 
prior right or preference over the other contract Custo¬ 
mers of Texas Eastern in the event that the deliveries pro¬ 
vided for by Paragraph (J) of said order were to continue 
to April 30, 1949, as ordered herein. 

Paragraph (E) of our order adopted October 10,1947, in 
Docket No. G-880 requires the apportionment of any defi¬ 
ciencies in deliveries resulting from the application of Par¬ 
agraphs (F) through (K) of said order among all of the 
other customers of Texas Eastern on a proportionate basis. 
In view of this, the issuance of any declaratory order re¬ 
garding the matter is unnecessary and the petition of 
Philadelphia Gas W^orks Company should be dismissed. 

Appropriate orders will be entered. 

Nelson Lee Smith, Chairman 
Claude L. Draper, Commissioner 
Harrington Wimberly, 
Commissioner 

i 

Dated at Washington, D. C., 
this 17th day of July, 1948. 

Leon M. Fuquay, Secretary. 
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I concur in the opinion and orders except as to the finding 
that Michigan Consolidated Gas Company is entitled to 
purchase gas for underground storage under Panhandle 
Eastern Rate Schedule F. P. C. No. 12, as supplemented, 
unless and until an appropriate supplement, protecting the 
interests of Panhandle’s other customers, has been accepted 
for filing; and further except as to the correlative finding 
that interruptible customers of Panhandle Eastern should 
be curtailed during the current storage season to the extent 
necessary to meet the requirements of such storage. A 
separate opinion will be filed on these points later. 


Leland Olds, Commissioner 
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UNITED STATES OP AMERICA 

% 

FEDERAL POWER COMMISSION 

Before Commissioners: 

Nelson Lee Smith, Chairman; Claude L. Draper, 
Leland Olds and Harrington Wimberly. 

July 17,1948 

In the Matters of 
Docket No. G-1023 

Panhandle Eastern Pipe Line Company, et al. j 

Docket Nos. G-620 and G-1035 
Panhandle Eastern Pipe Line Company 

Order Modifying Certificate and Permitting Bate Schedule 

to Become Effective. 

On March 31,1945, the Commission In the Matter of Pan¬ 
handle Eastern Pipe Line Company, Docket No. G-620, 
4 F. P. C. 263, issued to Panhandle Eastern Pipe Line Com¬ 
pany (Panhandle) a certificate of public convenience and 
necessity authorizing the construction and operation of 
certain additions to Panhandle’s then existing pipeline sys¬ 
tem to increase the delivery capacity thereof by 50,000 Mcf 
of natural gas per day, it being established that the pro¬ 
posed facilities were urgently required to maintain essen¬ 
tial war production and to meet civilian needs during the 
war emergency. (4 F. P. C. 263, 270). Panhandle pro¬ 
posed to utilize the increased capacity principally to supply 
natural gas to The Ohio Fuel Gas Company (Ohio Fuel) in 
accordance with the terms of a contract dated February 9, 
1945, which provides that one-half of the 50,000 Mcf shall be 
delivered to Ohio Fuel daily during a period of twenty 
years, but that the contract may be terminated with respect 
to the other one-half by either party upon notice after the 
war emergency. (4 F. P. C. 263, 270). This contract has 
been designated in the files of the Commission as Panhandle 
Eastern Pipe Line Company Rate Schedule FPC Noi 108. 


i 
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The certificate issued March 31, 1945, was granted upon 
the following conditions: 

“(B) This certificate is granted upon the express 
conditions that (1) the facilities herein authorized shall 
not be used for either the transportation or sale of 
natural gas, subject to the jurisdiction of this Commis¬ 
sion, to any new customers of applicant except upon 
specific authorization first obtained from this Commis¬ 
sion, and (2) applicant shall not abandon or terminate 
any service rendered by means of such facilities to The 
Ohio Fuel Gas Company without first obtaining the 
approval of the Commission in accordance with the re¬ 
quirements of the Natural Gas Act, notwithstanding 
any provisions for termination of deliveries contained 
in the contract between applicant and The Ohio Fuel 
Gas Company, dated February 9, 1945.” (Emphasis 
supplied) 4 F. P. C. 273. 

By Supplement No. 2 to Panhandle’s Rate Schedule FPC 
No. 108, as filed on October 10,1946, and effective as of June 
30, 1947, Panhandle’s obligation to deliver natural gas to 
Ohio Fuel during the period December 1, 1947, to and in¬ 
cluding April 15, 1948, was reduced to 25,000 Mcf per day. 
(In the Matter of Panhandle Eastern Pipe Line Company, 
Docket Nos. G-807 and 0-620, Opinion No. 152 and order 
issued July 8, 1947). A letter agreement dated January 
14, 1948, between Panhandle and Ohio Fuel, filed by Pan¬ 
handle as Supplement No. 8 to its Rate Schedule FPC No. 
108, purports to reduce from 90 days to 45 days the period 
of notice required with respect to the termination of Pan¬ 
handle’s obligation to deliver 25,000 Mcf of natural gas per 
day under Paragraph 4(b) of the contract dated February 
9,1945, Panhandle’s Rate Schedule FPC No. 108, hereinbe¬ 
fore referred to. By letter of February 25,1945, Panhandle 
gave Ohio Fuel notice of cancellation of Paragraph 4(b) of 
Article II and all the terms and conditions of Article IV of 
the contract of February 9, 1945, as supplemented. Said 
cancellation, contemplated by Panhandle to be effective as 
of April 16, 1948, will terminate Panhandle’s obligation to 
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deliver a volume of natural gas to Ohio Fuel in excess of 
25,000 Mcf per day. 

On March 17,1948, Panhandle filed with the Commission 
Supplement No. 9 to its Rate Schedule FPC No. 108 by 
which it proposes to cancel and terminate the provisions 
of such Rate Schedule FPC No. 108 relating to deliveries in 
excess of 25,000 Mcf per day, etfective as of April 16, 1948. 
After notice of Panhandle’s proposed termination and can¬ 
cellation of the provisions of its Rate Schedule FPC No. 
108 relating to deliveries to Ohio Fuel in excess of 2o,000 
Mcf per day had been given to interested parties, protests 
against such termination and cancellation were received by 
the Commission from Ohio Fuel and the City of Toledo, 
Ohio. 

In its order of March 23, 1948, in Docket No. G-1023,! the 
Commission, referring to Panhandle’s proposal to cancel 
and terminate such provision of its Rate Schedule FPC No. 
108, stated that: 

“* * * question is thereby raised as to the volume of 
natural gas Panhandle is to deliver to Ohio Fuel on 
and after April 16, 1948”; 

and ordered that a hearing be held pursuant to the provi¬ 
sions of Sections 5, 14 and 16 of the Natural Gas Act re¬ 
specting the matters presented and the issues raised,! in¬ 
cluding, among others, the question as to the volume of 
natural gas Panhandle is to deliver to Ohio Fuel on and 
after April 16, 1948. 

On April 14, 1948, by order entered in Docket Nos. G-620 
and G-1035, the Commission ordered that concurrently with 
the hearing In the Matter of Panhandle Eastern Pipe Line 
Company , et al., Docket No. G-1023, which commenced April 
7, 1948, and was then in progress, a public hearing be held 
(1) concerning the lawfulness of the changes in conditions 
of. service which would be effected by Supplement No. 9 to 
Panhandle’s Rate Schedule FPC No. 108 and (2) to deter¬ 
mine whether or not the public convenience and necessity 

i 

i 

I 
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permit the termination of deliveries by Panhandle to Ohio 
Fuel in excess of 25,000 Mcf of natural gas per day; or¬ 
dered that proceedings In the Matter of Panhandle Eastern 
Pipe Line Company , Docket No. G-620, be re-opened for the 
purpose of determining whether paragraph (B) of the 
Commission’s order of March 31, 1945, therein should be 
modified; ordered that proceedings in Docket Nos. G-620 
and G-1035 be consolidated with those in Docket No. G-1023 
for purposes of hearing; and, ordered that pending hearing 
and decision thereon Supplement No. 9 to Panhandle East¬ 
ern Pipe Line Company Rate Schedule FPC No. 108 he 
suspended. 

Hearings upon the matters and issues herein, as set out 
in paragraph (g) of the Commission’s order of March 23, 
1948, in Docket No. G-1023 and in the Commission’s order 
of April 14, 1948, in Docket Nos. G-620 and G-1035, were 
concluded April 29, 1948, after more than five days prior 
notice thereof first having been given in open hearing. On 
April 30, 1948, oral argument was presented to the Com¬ 
mission on behalf of all interested parties, including Pan¬ 
handle, Ohio Fuel and the City of Toledo, Ohio, and the 
matters and issues herein were submitted to the Commis¬ 
sion for decision. 

On June 8, 1948, upon motion made by counsel in open 
hearing in Docket No. G-1023 and other dockets consoli¬ 
dated therewith, Docket Nos. G-620 and G-1035 were re¬ 
opened for the sole and only purpose of receiving therein 
further evidence offered by Ohio Fuel and by the Staff of 
the Federal Power Commission pertaining to the issues and 
matters therein. 

Upon consideration of the orders previously entered in 
these proceedings, the evidence of record, oral argument, 
and the Commission’s opinion in Docket No. G-620 accom¬ 
panying “Order Issuing Certificate of Public Convenience 
and Necessity” entered March 31,1945 (4 F. P. C. 263), and 
in conformity with Opinion No. 166; 
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The Commission finds that: 

(1) The requirements of Panhandle’s existing custo¬ 
mers far exceed the delivery capacity of its system on 
a daily and on an annual basis, and this deficiency in 
delivery capacity has existed since late in the year 1945; 

(2) Panhandle is the only source of natural gas sup¬ 
ply for most of its customers, and is the major source 
of natural gas supply for some, in the area served by it 
in the States of Kansas, Missouri, Illinois, Indiana and 
Michigan; 

(3) The war emergency referred to in the Commis¬ 
sion’s order of March 31,1945, in Docket No. G-620 has 
ceased to exist and delivery of natural gas by Panhan¬ 
dle to Ohio Fuel under Section 4(b) of Article II of 
Panhandle’s Pate Schedule FPC No. 108 is no longer 
required to maintain essential war production; aUd, 
furthermore, natural gas heretofore delivered by Pan¬ 
handle to Ohio Fuel for such purposes now is urgently 
required by Panhandle to meet the daily and annual 
requirements of its customers presently served; 

(4) The public convenience and necessity do not re¬ 
quire the continuance of the condition set out in para¬ 
graph (B)(2) of the Commission’s order of March 31, 
1945, in Docket No. G-620 and said order should be 
modified by deleting therefrom the following: 

“(B) * * * (2) applicant shall not abandon or ter¬ 
minate any service rendered by means of such facili¬ 
ties to The Ohio Fuel Gas Company without first 
obtaining the approval of the Commission in accord¬ 
ance with the requirements of the Natural Gas Apt, 
notwithstanding any provisions for termination of 
deliveries contained in the contract between appli¬ 
cant and The Ohio Fuel Gas Company, dated Febru¬ 
ary 9,1945”; 

and said order as modified should continue in full force 
and effect; 

(5) The change in conditions of service as will be 
effected by Supplement No. 9 to Panhandle’s Rate 
Schedule FPC No. 108 is just, reasonable, non-discriin- 
inatory and lawful, will not place an undue burden 
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upon ultimate consumers of natural gas, will not con¬ 
stitute an undue prejudice or disadvantage to Ohio 
Fuel and will not give an undue preference or advan¬ 
tage to Panhandle’s other customers, and will not con¬ 
stitute an unreasonable difference in service between 
localities served by Panhandle; 

(6) Suspension of Supplement No. 9 to Panhandle’s 
Rate Schedule FPC No. 108 should be removed and 
said Supplement No. 9 to said Rate Schedule FPC No. 
108 should be permitted to become effective as of April 
16, 1948; 

(7) Due and timely execution of its functions imper¬ 
atively and unavoidably requires that the Commission 
omit the intermediate decision procedure and render 
the final decision in this case. 

The Commission orders that: 

(A) The Commission’s order of March 31, 1945, In 
the Matter of Panhandle Eastern Pipe Line Company, 
Docket No. G-620, be and the same hereby is modified 
to read as follows: 

“(B) This certificate is granted upon the express 
conditions that the facilities herein authorized shall 
not be used for either the transportation or sale of 
natural gas, subject to the jurisdiction of this Com¬ 
mission, to any new customers of applicant except 
upon specific authorization first obtained from this 
Commission.” 

and said order as modified shall continue in full force 
and effect. 

(B) Suspension of Supplement No. 9 is hereby va¬ 
cated and said Supplement is permitted to become ef¬ 
fective as of April 16, 1948. 

By the Commission. 

Leon M. Fuquay, 

Secretary. 

Date of Issuance: July 17, 1948. 
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UNITED STATES OF AMERICA j 

FEDERAL POWER COMMISSION 

Before Commissioners: 

I 

Nelson Lee Smith, Chairman; Claude L. Draper, 
Leland Olds and Harrington Wimberly. 

July 17, 1948 

In the Matter of 

i 

Docket No. G-880 

Texas Eastern Transmission Corporation i 

j 

Order Continuing in Effect Paragraph (J) of Order of 

October 10,1947. 

On March 23, 1948, the Commission, In the Matter of 
Texas Eastern Transmission Corporation , Docket No. 
G-880, ordered that a public hearing be held to determine 
whether the facts and circumstances respecting the gas 
supply situation in the Panhandle area justifies and re¬ 
quires continued delivery beyond April 30, 1948, of ap¬ 
proximately 20,000 Mcf of natural gas per day to the Pan¬ 
handle area in accordance with and under the terms and 
conditions of Paragraph (J) of the Commission’s order of 
October 10,1947, in this docket, and ordered that such hear¬ 
ing be consolidated with Docket No. G-1023 and related 
matters for purpose of hearing. j 

On April 30,1948, an interim order was entered in Docket 
No. G-880 continuing in full force and effect the condition 
set out in Paragraph (J) of the order of October 10, 1947, 
in that docket, until such further order as the Commission 
may issue upon the basis of the full record in Docket Nos. 
G-1023 and G-880. 

After hearing, and upon consideration of the orders pre¬ 
viously entered in these consolidated proceedings, the evi¬ 
dence of record, oral argument, and the Commission’s 
opinion and order of October 10, 1947, in Docket No. G-8$0, 
and in conformity with Opinion No. 166; 
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The Commission finds that: 

A showing has been made, as provided in our opinion 
and order of October 10, 1947, in Docket No. G-880, of 
the need for Texas Eastern Transmission Corporation 
to deliver not in excess of 20,000 Mcf of natural gas per 
day for the account of Panhandle or its customers dur¬ 
ing the period ending April 30, 1949. 

The Commission orders that: 

The provisions of Paragraph (J) of the order of Oc¬ 
tober 10, 1947, in Docket No. G-880, be continued in 
force and effect until April 30,1949. 

By the Commission. 

Leon M. Fuquay, 

Secretary. 


Date of Issuance: January 17, 1948. 
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UNITED STATES OF AMERICA 
FEDERAL POWER COMMISSION 

i 

Before Commissioners: 

Nelson Lee Smith, Chairman; Claude L. Draper, 
Leland Olds and Harrington Wimberly. 

July 17,1948 

In the Matters of 

! 

Docket No. G-1023 

Panhandle Eastern Pipe Line Company, et al. 

Docket No. G-1029 

Michigan Public Service Commission 

Docket No. G-1031 ; 

New York Public Service Commission 

Docket No. G-1013 
City of Grand Rapids, et al. 

v. 

Michigan Consolidated Gas Company, et al. 

i 

Order. i 

Upon consideration of the entire record herein, and in 
conformity with our Opinion No. 166, adopted this date, it 
is ordered that: 

(A) Panhandle Eastern Pipe Line Company shall 
file promptly with the Commission a supplement to its 
Rate Schedule FPC No. 108 which supplement shall 
provide that Panhandle is obligated to make available 
to The Ohio Fuel Gas Company until April 30,1949, at 
the Maumee delivery point on the Panhandle pipe line 
system, a volume of not less than 15,000 Mcf of natural 
gas per day of the total volume of 25,000 Mcf per day 
which Panhandle now is obligated to deliver to Ohio 
Fuel under Paragraph 4(a) of Article II of the con¬ 
tract of February 9, 1945, designated as Panhandle 


i 
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Eastern Pipe Line Company Rate Schedule FPC No. 
108; 

(B) Until October 31,1948, Panhandle Eastern Pipe 
Line Company shall make deliveries to Michigan Con¬ 
solidated Gas Company at Detroit and to Michigan Gas 
Storage Company of such volumes of natural gas as 
may he available after making deliveries to all of its 
other customers east of its Edgerton Compressor Sta¬ 
tion (including deliveries provided for in Paragraph 
(A) hereof), pursuant to the provisions of the effective 
tariffs and contracts, as follows: 

Panhandle shall deliver to Michigan Consolidated 
52% and to Michigan Gas Storage 48% of such avail¬ 
able volumes of natural gas until such date as the 
total volumes delivered to both such companies from 
and after May 15,1948, shall have reached a propor¬ 
tion of 55.6% to Michigan Consolidated and 44.4% to 
Michigan Gas Storage; and, from such date until 
October 31, 1948, such volumes of gas as may be 
available for delivery to these two companies shall 
be delivered by Panhandle on a daily basis in the pro¬ 
portion of 55.6% to Michigan Consolidated at Detroit 
and 44.4% to Michigan Gas Storage. Any variation 
in the daily delivery to either customer from the 
aforesaid percentages shall be adjusted within seven 
days; 

(C) Panhandle Eastern Pipe Line Company shall 
install physical means of controlling deliveries of nat¬ 
ural gas to Michigan Consolidated at the Detroit de¬ 
livery point and shall operate such equipment in such 
manner as to make such deliveries on an approximately 
uniform hourly basis, subject to such reasonable varia¬ 
tions, not to exceed 5% above or below the average, as 
may be mutually agreed upon between Panhandle and 
Consolidated, within ten days from the date hereof, and 
an appropriate supplement to Panhandle’s Rate Sched¬ 
ule FPC No. 12, providing for such uniform deliveries, 
shall he promptly filed; 

(D) The petition filed January 30, 1948, by Union 
Gas Company of Canada, Ltd., for an order modifying 
the Commission’s order of April 23, 1946, is denied; 
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(E) The petition filed April 1,1948, by the Michigan 
Public Service Commission, in Docket No. G-1029,; is 
denied; 

* i 

(F) Panhandle Eastern Pipe Line Company shall 
file promptly with the Commission a supplement to its 
Rate Schedule FPC No. 12, which supplement shall re¬ 
move any uncertainty which may exist with resppct 
thereto, by providing clearly that Panhandle shall sell 
and deliver natural gas to Michigan Consolidated Gas 
Company at the Detroit delivery point without restric¬ 
tion as to the locality within which such natural gas 
may he distributed and re-sold by Michigan Consoli¬ 
dated throughout its system; 

(G) The petition filed March 10,1948, by the City of 
Grand Rapids, Michigan, and others, in Docket No. 
G-1013, is granted to the extent set forth in Paragraph 
(F) of this order; in all other respects the petition is 
denied; 

(H) The petition filed April 5, 1948, by the New 
York Public Service Commission in Docket No. G-1031 
is denied. 

By the Commission. 

Leon M. Fuquay, 

Secretary. 

Date of Issuance: July 17,1948. 
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UNITED STATES OF AMERICA 
FEDERAL POWER COMMISSION 

Before Commissioners: 

Nelson Lee Smith, Chairman; Claude L. Draper, 
Leland Olds and Harrington Wimberly. 

July 17,1948 

In the Matter of 
Docket No. G-880 

Texas Eastern Transmission Corporation 

Order Dismissing Petition. 

Upon consideration of the petition filed June 1, 1948, by 
The Philadelphia Gas Works Company for a declaratory 
order to remove uncertainty as to the right of the petitioner 
to receive natural gas from Texas Eastern Transmission 
Corporation on and after July 1,1948; and 
Upon consideration of the entire record herein, and in 
conformity with our Opinion No. 166, the Commission orders 
that: 

The petition filed June 1, 1948, by The Philadelphia 
Gas Works Company be and the same is dismissed. 

By the Commission. 

Leon M. Fuquay, 

Secretary. 

Date of Issuance: July 17,1948. 
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UNITED STATES OF AMERICA 
FEDERAL POWER COMMISSION 

, i 

In the Matters of 

Docket Nos. G-620 and G-1035 
Panhandle Eastern Pipe Line Company 

Docket No. G-880 

Texas Eastern Transmission Corporation 

Docket No. G-1013 i 

City of Grand Rapids, Michigan, et al. ; 

v. 

j 

Michigan Consolidated Gas Company, et al. 

Docket No. G-1029 

Michigan Public Service Commission 

Docket No. G-1023 

Panhandle Eastern Pipe Line Company, et al. ! 

Docket No. G-1031 

New York Public Service Commission 

Olds, Commissioner, dissenting in part: 

I 

I disagree with the conclusion of my colleagues that the 
contract (Panhandle Rate Schedule F. P. C. No. 12), under 
which Michigan Consolidated Gas Company (Consolidated) 
purchases natural gas from Panhandle Eastern Pipe Line 
Company (Panhandle), can be interpreted as permitting 
the former company to take gas for underground storage 
and return it to carry winter loads in excess of the 125,000 
Mcf contract maximum. 

My fellow Commissioners hold that the absence of lan¬ 
guage prohibiting underground storage must be inter¬ 
preted as affirmative permission. This seems to me a 
rather novel theory for interpreting rate schedules. It is 
tantamount to saying that a form of service, not contem- 
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plated even as a possibility when the contract was originally 
negotiated in 1935, is to be regarded as permitted even 
though the supplying of gas for such underground storage 
should be subject to special conditions which, of course, 
could not have been foreseen during the original negotia¬ 
tions. 

Actually, the rate schedule does contain limiting lan¬ 
guage which clearly restricts Consolidated’s storage activi¬ 
ties to the use of its then owned mechanical “storage hold¬ 
ers.” Paragraph 3 of Article 11 of the schedule, quoted 
in full in the opinion, makes it plain that the operation of 
such “storage holders,” subject to “temporary or perma¬ 
nent outage resulting from either unavoidable deterioration 
or casualty,” was to be for the purpose of leveling hourly 
variations of load during the day. 

The rate schedule calls upon Panhandle to deliver natural 
gas, subject to such use by Consolidated of holder capacity 
“in accordance with the hourly and daily demands of the 
markets” of Consolidated. (Emphasis supplied.) This 
cannot, without unwarranted stretching, be interpreted as 
covering the taking of gas during the summer season for 
underground storage. 

But there are more compelling reasons why the public 
interest requires that a supplement be filed before the rate 
schedule can be considered as covering the proposed storage 
operations. And, in passing, it may be noted that at the 
time Consolidated first asked that the schedule be inter¬ 
preted as permitting underground storage, the result would 
have been an immediate cut in the Company’s peak demand 
requirements to a point considerably below the capacity 
built for its service. In fact, in connection with this earlier 
request, Consolidated’s witness admitted that, if the stor¬ 
age program were to be permitted, it would be reasonable 
to reduce the maximum capacity which Panhandle was re¬ 
quired to reserve for the Detroit market. 

The fact is that proper use of underground storage should 
be recognized as an increasingly important factor in the 
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provision of southwestern gas for East North Central and 
Middle Atlantic markets. To assure the greatest public 
benefit, however, storage ought to be developed by the pipe 
line company itself or the rate schedules, under which dis¬ 
tribution companies purchase gas for storage, should con¬ 
tain provisions enabling other customers to benefit from 
such seasonal storage operations. These provisions would 
include the requirement that the company having under¬ 
ground storage would take its greatest daily quantities of 
gas during the off-peak season and be ready to back oft 
partially or altogether when cold weather creates high de¬ 
mand conditions throughout the pipe line’s market area. 

Panhandle took this position at the time of the original 
request of Consolidated that its existing contract be in¬ 
terpreted as permitting underground storage. It has held 
that the rate schedule should be supplemented to cover 
storage operations. I 

The contract covering purchase of gas by the Michigan 
Gas Storage Company (Gas Storage) to provide for the 
requirements of Consumers Power Company (Panhandle 
Rate Schedule F. P. C. No. 113), accepted for filing by the 
Commission in April, 1946, provides an example of the kind 
of arrangement which assures other pipe line customers 
their fair share of the benefits of a storage program. Under 
this contract Panhandle is obligated to make average daily 
deliveries to Gas Storage at the rate of 85,000 Mcf in April, 
100,000 Mcf from May 1 to October 31, 40,000 Mcf in No¬ 
vember and a maximum of 30,000 Mcf during the four 
winter months until the storage fields have been brought 
up to original pressures. Thereafter Gas Storage will re¬ 
ceive its entire supply of gas during the eight off-peak 
months, thus leaving the full winter capacity of the line 
available to meet the requirements of other pipe line custo¬ 
mers. 

The importance of such provisions in a rate schedule cov¬ 
ering sale of gas for underground storage was recognized 
by my fellow Commissioners in the following language from 

j 

j 

I 
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the Commission’s opinion herein: “While Consolidated’s 
demand on Panhandle will be uniform throughout the year, 
ultimately Gas Storage will receive its annual supply of 
gas during an eight-month period, thus freeing 30,000 Mcf 
per day of Panhandle’s capacity during the four winter 
months to help meet the demands of Panhandle’s other cus¬ 
tomers. Thus, utilization of the storage fields in Michigan 
will not only aid the two Michigan companies to expand 
their services but will also provide definite benefits to other 
customers of Panhandle. In addition, since the Panhandle- 
Gas Storage contract provides for the delivery of natural 
gas to Panhandle by Gas Storage in the event of emergency, 
the dependability of Panhandle’s service to its other custo¬ 
mers will be further increased.” 

This language makes very clear the contrast between the 
Gas Storage contract, with its provisions specifically de¬ 
signed to protect the public interest in underground stor¬ 
age operations, and the Consolidated contract which obvi¬ 
ously lacks such provisions. In this connection it is signifi¬ 
cant that Consolidated interests have projected their Michi- 
gan-Wisconsin pipe line program on a use of the Austin 
field storage, for the benefit of all customers served by the 
line, similar to that embodied in the Panhandle-Michigan 
Gas Storage arrangement. Their very presentation of such 
use of storage, as an argument, in favor of the soundness 
of their pipe line program, is by inference a condemnation 
of their position that Panhandle Rate Schedule F. P. C. No. 
12, without further supplement, can be interpreted as pro¬ 
viding in a satisfactory manner for underground storage. 

My colleagues make quite a point of our order of Novem¬ 
ber 14, 1947, in Docket No. G-918, authorizing Consolidated 
to “construct, install and operate facilities in the Austin 
storage field for the storage therein and subsequent with¬ 
drawal of natural gas produced outside of the State of 
Michigan,” and more particularly of our finding therein 
that “Michigan Consolidated’s gas supply is adequate to 
meet the requirements of the operations therein authorized. ” 
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But it cannot be validly argued that, without amendment 
of Panhandle Bate Schedule FPC No. 12, this would permit 
Consolidated to take for its underground storage program 
any gas in excess of the amounts required to meet the actual 
hourly and daily fluctuations of its lawful load. 

Before sanctioning any amendment to the existing rate 
schedule to permit Consolidated to take gas for under¬ 
ground storage over and above such amounts, either then or 
now, consideration should be given to the effect of such 
order on the adequacy of service already being rendered 
to other Panhandle customers, in Michigan as well as in 
other States, under existing rate schedules. A pipe line 
company’s rate structure must be viewed as an integral 
whole, establishing a pattern of service for each month of 
the year, which should not be altered to the advantage of 
one customer at the expense of other customers except on 
the basis of a clear showing of discrimination. 

The Commission, at the time it authorized the construc¬ 
tion and operation of Consolidated’s Austin field storage 
facilities for the storage of Panhandle gas, had before it 
evidence that the total requirements of the 1948-1949 stor¬ 
age season would be approximately 3,500,000 Mcf. Fur¬ 
thermore, the evidence showed that Panhandle anticipated 
completion of the first half of the Group B facilities by 
June, 1948, representing an addition of approximately 
40,000 Mcf to its delivery capacity. i 

But, since the Austin field line was authorized, Consoli¬ 
dated has raised the claimed requirements of its storage 
program by more than 2,000,000 Mcf while the date for 
completion of Panhandle’s additional pipe line capacity has 
been postponed to February, 1949. Thus, even though it 
is assumed that the Commission’s action in the Austin field 
line case, in spite of the lack of provision therefor in the 
applicable rate schedule, constituted an authorization to 
take gas from Panhandle for underground storage, such 
authorization cannot be deemed to be unaffected by the 
failure of the supply and requirements situation forecast 


i 

i 




252 

62 

in the record to materialize. The adverse effect of such 
changed conditions cannot be thrust upon other customers 
•whose service the Commission is bound to protect. 

In other words, the Commission’s finding in Docket No. 
G-918 of an adequate supply of gas for the Austin field 
storage program was made in terms of the record in that 
case. Consolidated’s right to go forward with such a pro¬ 
gram to the full extent of its claims, must, therefore, be 
considered as contingent upon Panhandle’s completion of 
the additional 40,000 Mcf of daily pipe line capacity. To 
the extent that the decision in the present case limits Pan¬ 
handle’s obligation to deliver gas to Consolidated during 
the balance of the storage season, it reflects an endeavor of 
the Commission to take account of this fact. But I believe 
that the protection thus accorded to existing firm customers 
should be extended to include interruptible loads, because 
Consolidated, in claiming the right to store sufficient gas 
during the summer season to meet all of its winter peak 
requirement, is, in effect, claiming a new service without 
the procedure which the Natural Gas Act sets up to pre¬ 
serve the adequacy of existing service. 

In the first place, the Commission, in all its proceedings 
dealing with Panhandle’s curtailment programs, has treated 
Consolidated as a partial requirements customer of the pipe 
line. In other words, the Commission has considered Con¬ 
solidated’s large manufactured gas capacity as an inde¬ 
pendent source of supply for the Detroit area, correspond¬ 
ing with the supplies of gas which such other Panhandle 
customers as East Ohio Gas Company, Ohio Fuel Gas Com¬ 
pany, and Texas Gas Transmission Company obtain from 
other pipe lines or local production. The right of the com¬ 
pany to use its manufactured gas capacity for peak shaving 
is specifically recognized in its rate schedule. 1 It is now 

i Article XI, paragraph 4, provides in part that “Seller recognizes and 
agrees that notwithstanding the covenant that Buyer will purchase from 
Seller all its natural gas requirements, Buyer may use its present generating 
plants from time to time to manufacture gas substantially equivalent in heat 
units to natural gas, to assist in leveling those peak demands which would 
otherwise increase the cost of gas under this agreement . . . ” 
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claiming, however, that the rate schedule entitles it to take 
supplies of gas for summer storage, over and above the 
amounts required to meet the hourly and daily fluctuations 
of its lawful market, sufficient to displace the amounts 
which it has heretofore manufactured in the winter, j 

In the second place, the Commission by formal order 
authorizing the Michigan-Wisconsin pipe line, upheld by 
the U. S. Circuit Court of Appeals for the District of Co¬ 
lumbia, has recognized Panhandle’s pattern of service to 
Consolidated as involving daily takes ranging from ap¬ 
proximately 65,000 Mcf in the summer to 125,000 Mcf in the 
winter and totalling some 32,000,000 Mcf per year. This 
is the measure of the share of the Detroit market to which 
the Commission has held Panhandle to be entitled under its 
certificates of convenience and necessity. Yet, my fellow 
Commissioners have now found that the rate schedule, 
without amendment, permits Consolidated, in connection 
with its storage program, to require Panhandle to deliver 
annually to the Detroit market as much as 40 per cent more 
gas that was previously established as Panhandle’s pattern 
of service under the same rate schedule. 

Panhandle’s pattern of service to Consolidated’s Detroit 
market has, of course, been progressively modified since the 
date of the Michigan-Wisconsin decision, due to the permis¬ 
sible growth of Consolidated’s load under the existing rate 
schedule. But the evidence in the instant proceeding 'indi¬ 
cates that the distribution company’s Austin field storage 
program calls for the taking from Panhandle during 1948 
of some 6,000,000 Mcf more gas than it could otherwise take 
under the plain terms of that rate schedule. This is a new 
service for which, in my judgment, it may not legally take 
gas without an amendment to Panhandle Rate Schedule 
FPC No. 12, providing, among other things, protection for 
the interests of the other pipe line customers. 

In conclusion, therefore, it is my view that, in order to 
legalize the delivery of gas by Panhandle for storage in 
the Austin field, without discrimination against other cus- 
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tomers entitled to service under existing rate schedules, the 
Commission should direct the pipe line company to file a 
supplement to its Rate Schedule FPC No. 12, providing 
specifically for such service and, in addition, that 

(1) Until completion of additional pipe line capacity, 
Consolidated is entitled only to so much gas for under¬ 
ground storage as may be taken without curtailment 
of other customers of the pipe line; 

(2) Upon completion of the additional pipe line ca¬ 
pacity and delivery at Detroit throughout a full stor¬ 
age season of the full amounts which it claims under 
its rate schedule, Consolidated shall reduce its take 
during the four winter months by a substantial per¬ 
centage, following the general pattern of the Gas Stor¬ 
age rate schedule with such modifications as required 
to take account of the relationship between the storage 
capacity of the fields and the load characteristics; 

(3) After Consolidated^ storage fields have been 
brought up to original field pressures, the company 
shall additionally reduce its take during any emergency 
to not to exceed the amounts which, when added to the 
full delivery capacity of the Austin field line and its 
manufactured gas plants, will be sufficient to meet its 
firm Detroit requirements. 

In reaching any conclusion as to the relative priority of 
the Consolidated storage program, as compared with the 
requirements of the other customers of Panhandle, it must 
be borne in mind that Consolidated has chosen to build its 
own pipe line to the southwest and that the presently au¬ 
thorized use of the Austin field for storage of Panhandle 
gas is set up only as an emergency stop-gap until the line 
is completed. Thereafter it may reduce its annual take 
from Panhandle by about 35,000 Mcf per day and 15,000,000 
Mcf per year. It would hardly seem equitable to curtail 
Panhandle’s permanent customers, interruptible or firm, in 
order to provide a new service of such a temporary nature. 

Lelajsd Olds, Commissioner. 

August 2, 1948. 
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EXHIBIT NO. 2. 

UNITED STATES OF AMERICA 
FEDERAL POWER COMMISSION 

j 

Before Commissioners: 

Harrington Wimberly, Acting Chairman; 

Claude L. Draper and Leland Olds. 

July 22, 1948 

In the Matters of 
Docket No. G-1023 

Panhandle Eastern Pipe Line Company, et aL 

Docket No. G-1029 ! 

Michigan Public Service Commission 

Docket No. G-1031 

New York Public Service Commission 


Order Allowing Supplemental Bate Schedules to 

Take Effect. 

Upon consideration of the application of Panhandle East¬ 
ern Pipe Line Company filed July 22, 1948, requesting that 
the supplemental rate schedules designated below relating 
to the sale and service of natural gas to Michigan Consoli¬ 
dated Gas Company and to Michigan Gas Storage Company 
be allowed to take effect as of July 17,1948: 


Docket No. G-1013 
City of Grand Rapids, et al. 

v. 

Michigan Consolidated Gas Company, et al. 
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Name of Company 
Panhandle Eastern Pipe Line 
Company 

Rate Schedule Designation 
Supplement No. 11 to Bate 
Schedule FPC No. 12 
(providing for sale and 
delivery of natural gas 
to Michigan Consolidated 
Gas Company) 


Panhandle Eastern Pipe Line 
Company 

Supplement No. 8 to Bate 
Schedule FPC No. 113 
(providing for sale and 
delivery of natural gas 
to Michigan Gas Storage 
Company) 


It appears to the Commission that: 

The aforesaid supplemental rate schedules are consist¬ 
ent with Paragraphs (B) and (C) of the Commission’s 
order issued July 17, 1948, in the above-docketed mat¬ 
ters, together with Opinion No. 166 in such proceed¬ 
ings, and should be permitted to take effect as of the 
date of said order. 


The Commission orders that: 

(A) The aforesaid supplemental rate schedules be 
and they hereby are allowed to take effect as of July 
17,1948. 

(B) This order is without prejudice to any further 
findings or orders which may hereafter be made by the 
Commission in these proceedings. 

By the Commission. 

Leon M. Fuquay, 

Secretary. 

Date of Issuance: July 22,1948. 


i 
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EXHIBIT NO. 3. 

j 

UNITED STATES OF AMERICA 
FEDERAL POWER COMMISSION 

Before Commissioners: j 

Harrington Wimberly, Acting Chairman; 

Claude L. Draper and Leland Olds. 

July 23,1948 

In the Matters of 
Docket No. G-1023 

Panhandle Eastern Pipe Line Company, et al. 

j 

Docket No. G-1029 

Michigan Public Service Commission 
Docket No. G-1031 

New York Public Service Commission 

Docket No. G-1013 

City of Grand Rapids, et al. 

’ 1 

v. 

! 

Michigan Consolidated Gas Company, et al. 

Order Allowing Supplemental Bate Schedule to i 

Take Effect. 

Upon consideration of the application of Panhandle 
Eastern Pipe Line Company filed July 22, 1948, requesting 
that the supplemental rate schedule designated below relat¬ 
ing to the sale and service of natural gas to The Ohio Fuel 
Gas Company be allowed to take effect as of the date of its 
acceptance for filing by the Commission: 

Name of Company Rate Schedule Designation 

Panhandle Eastern Pipe Line Supplement No. 10 to Rate 
Company Schedule FPC No. 108 
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It appears to the Commission that: 

The aforesaid supplemental rate schedule is consist¬ 
ent with Paragraph (A) of the Commission’s order 
issued July 17, 1948, in the above-docketed matters, 
together with Opinion No. 166 in such proceedings, 
and should be permitted to take effect as of July 23, 
1948. 

The Commission orders that: 

(A) The aforesaid supplemental rate schedule be 
and it hereby is allowed to take effect as of July 23, 
1948. 

(B) This order is without prejudice to any further 
findings or orders which may hereafter be made by the 
Commission in these proceedings. 

By the Commission 

Leon M. Fuquay, 

Secretary. 

Date of Issuance: July 23, 1948. 
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EXHIBIT HO. 4. 

UNITED STATES OF AMERICA 
FEDERAL POWER COMMISSION 

Opinion Ho. 166-A. 

In the Matters of 

Docket Nos. G-620 and G-1035 
Panhandle Eastern Pipe Line Company 

Docket No. G-880 

Texas Eastern Transmission Corporation 
Docket No. G-1013 

City of Grand Rapids, Michigan, et al. 

v. 

Michigan Consolidated Gas Company, et al. 

Docket No. G-1029 

Michigan Public Service Commission 
Docket No. G-1023 

Panhandle Eastern Pipe Line Company, et al. 
Docket No. G-1031 

New York Public Service Commission 

i 

Supplemental Opinion. 

By the Commission: 

On August 19, 1948, the Commission received informa¬ 
tion to the effect that Michigan Consolidated Gas Company 
(Michigan Consolidated) had invoked the provisions of 
Paragraph 4 of Article XVIII of the contract of August 
31, 1935, between Michigan Consolidated and Panhandle 
Eastern Pipe Line Company (Panhandle) which contract 
is on file with the Commission as Panhandle Eastern Pipe 
Line Company Rate Schedule FPC No. 12, and that Michi¬ 
gan Consolidated claimed as a set-off against the sum of 
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money claimed by Panhandle to be due for natnral gas fur¬ 
nished during the month of July 1948, the cost to Michigan 
Consolidated for manufacturing gas to supplement an al¬ 
leged deficiency between the volume of natural gas actually 
furnished by Panhandle and the volume which Michigan 
Consolidated would have received had Panhandle delivered 
an average of 125,000 Mcf per day during the same period. 

On August 23, 1948, the Commission received from Pan¬ 
handle a letter dated August 21, 1948, advising the Com¬ 
mission of the action taken by Michigan Consolidated with 
respect to invoking the provisions of Paragraph 4 of Ar¬ 
ticle XVIII of the contract of August 31,1935 (Panhandle’s 
Bate Schedule FPC No. 12). In this letter to the Commis¬ 
sion Panhandle also stated that beginning August 19, 1948, 
Panhandle temporarily has increased its deliveries of 
natural gas to Michigan Consolidated at Detroit by reduc¬ 
ing deliveries to East Ohio Gas Company, Ohio Fuel Gas 
Company and Michigan Gas Storage Company. 

In view of the action taken by Michigan Consolidated 
and by Panhandle it appears to the Commission that these 
two parties either are in doubt as to the meaning and effect 
of the Commission’s Opinion No. 166 and accompanying 
orders issued herein on July 17, 1948, or that both parties 
knowingly and willfully are not complying with the orders 
of the Commission issued herein. The Commission there¬ 
fore finds it is necessary and appropriate to issue this Sup¬ 
plemental Opinion in order that it may properly exercise 
the powers and perform the duties vested in the Commis¬ 
sion under the provisions of the Natural Gas Act. 

In our Opinion No. 166, issued in these consolidated pro¬ 
ceedings on July 17,1948, we found that in order to provide 
for an equitable distribution in deliveries of available vol¬ 
umes of natural gas by Panhandle to Michigan Consolidated 
and Michigan Gas Storage Company during the period 
between May 15, 1948 and October 31, 1948, and to prevent 
the granting of undue preference and advantage to Michi¬ 
gan Consolidated under the circumstances, the volumes of 
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natural gas available to these two companies from Panhan¬ 
dle should be made available in the proportion that the 
contract requirement of each bears to the aggregate of their 
requirements. We expressly found from the record in, these 
proceedings that the volumes of natural gas available to 
Michigan Consolidated from Panhandle during the period 
May 15, 1948 to October 31, 1948, would be less than the 
125,000 Mcf per day and in Paragraph (B) of our order of 
July 17,1948, provided the basis upon which deliveries are 
to be made to Michigan Consolidated. 

Clearly, our order of July 17,1948, modifies the obligation 
of Panhandle to deliver 125,000 Mcf per day to Michigan 
Consolidated at Detroit and the invoking by Michigan Con¬ 
solidated of Paragraph 4 of Article XVIII of the contract 
of August 31, 1935 (Panhandle’s Rate Schedule FPC No. 
12) is precluded by such order. Furthermore, the action of 
Michigan Consolidated under Paragraph 4 of Article XVTII 
of the contract of August 31,1935 (Panhandle’s Rate Sched¬ 
ule FPC No. 12) and the action of Panhandle in increasing 
deliveries of natural gas to Michigan Consolidated through 
reduction of deliveries to other customers is contrary to 
and in violation of the Commission’s orders issued herein 
and the provisions of the Natural Gas Act. 

On July 22, 1948, Panhandle filed with the Commission 
its Supplement No. 11 to its Rate Schedule FPC No. 12, 
effective July 17, 1948. This supplement was accepted for 
filing under Commission order of July 23,1948. Paragraph 
1 thereof provides: j • 

“1. All provisions in Panhandle Eastern Pipe Line 
Company’s Rate Schedule FPC No. 12, including any 
contract on file with the Federal Power Commission 
as a part of said rate schedule and any supplement 
thereto which are inconsistent with the provisions of 
this supplement, are hereby superseded.” 

Paragraph 2 of said Supplement No. 11 conforms to Para¬ 
graph (B) of the Commission’s order of July 17, 1948, is¬ 
sued herein. 
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The Commission’s order of July 17, 1948, which pre¬ 
scribes the manner in which Panhandle shall make deliv¬ 
eries of natural gas to Michigan Consolidated and Michigan 
Gas Storage Company effectively modifies all provisions 
of Panhandle’s Rate Schedule FPC No. 12, and supple¬ 
ments thereto which may be inconsistent with the provi¬ 
sions of that order including Panhandle’s obligation to 
deliver 125,000 Mcf per day and including Paragraph 4 of 
Article XVIII of the contract of August 31, 1935, (Pan¬ 
handle’s Rate Schedule FPC No. 12), and Supplement No. 
11 to such rate schedule accepted for filing under Commis¬ 
sion order of July 23,1948, likewise modifies any provision 
in such rate schedule inconsistent therewith. 

The Commission expects that upon the issuance of this 
Supplemental Opinion Panhandle and Michigan Consoli¬ 
dated will comply with the Commission’s order of July 17, 
1948. 

Harrington Wimberly, 

Acting Chairman 

Thomas C. Buchanan, 
Commissioner 


Leland Olds, 
Commissioner 

Dated at Washington, D. C. 
this 24th day of August, 1948. 

J. H. Gutride, Acting Secretary 

Date of Issuance: August 25,1948. 
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EXHIBIT NO. 5 

UNITED STATES OF AMERICA 
FEDERAL POWER COMMISSION 

i 

Before Commissioners: 

Nelson Lee Smith, Chairman; Thomas C. Buchanan, 
Claude L. Draper, Leland Olds and Harrington Wimberly. 

October 12,1948 

In the Matters of 

Docket No. G-1023 

Panhandle Eastern Pipe Line Company, et al. 

Docket No. G-1029 
Michigan Public Service Commission 

Docket No. G-1031 

New York Public Service Commission 

l 

Docket No. G-1013 I 

City of Grand Rapids, et al. 

v. 

Michigan Consolidated Gas Company, et al. 

| 

Order Denying Petitions for Rehearing 

Upon consideration of the Petitions for Rehearing filed 
herein by Michigan Consolidated Gas Company on Septem¬ 
ber 13, 1948, and by Michigan Public Service Commission 
on September 21,1948, and upon consideration of the Com¬ 
mission’s Opinion No. 166 and accompanying orders issued 
in the above and related matters on July 17,1948, and upon 
consideration of the Commission’s Opinion No. 166-A is¬ 
sued in the above-entitled matters on August 25,1948; 

The Commission finds that: 

(1) The Petitions for Rehearing relate to the Com¬ 
mission’s Opinion No. 166-A, issued in the above-en¬ 
titled matters on August 25, 1948; 
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(2) The Commission’s Opinion No. 166-A issued 
August 25,1948, was adopted for the purpose of clari¬ 
fying in certain respects the Commission’s Opinion No. 
166 issued in the above and related dockets on July 17, 
1948, and for no other purpose; 

(3) The Petitions for Rehearing do not raise any 
new issue or issues and relate wholly to matters which 
were considered and determined by the Commission 
prior to and upon the issuance of its Opinion No. 166 on 
July 17, 1948; 

(4) The Petitions for Rehearing filed herein by 
Michigan Consolidated Gas Company on September 13, 
1948, and by Michigan Public Service Commission on 
September 21,1948, should be denied. 

The Commission therefore orders that: 

(A) The Petition for Rehearing filed herein by 
Michigan Consolidated Gas Company on September 13, 
1948, be and the same hereby is denied. 

(B) The Petition for Rehearing filed herein by 
Michigan Public Service Commission on September 21, 
1948, be and the same hereby is denied. 

By the Commission. 

Leon M. Fuquay, 

Secretary. 

Date of Issuance: October 12, 1948. 




